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Skepticism of Eurasian Union Idea Noted 


954Q0063A Moscow KOMMERSANT-DAILY 
in Russian 25 Oct 94 p 3 


[Report by Marat Salimov on N. Nazarbayev news 
conference: “Integration Needs New Incentives’’] 


[FBIS Translated Text] A press conference of Nursultan 
Nazarbayev, president of Kazakhstan, that was held on 
Saturday was devoted entirely to problems of the realiza- 
tion of Nazarbayev’s idea of the creation of a Eurasian 
union. Despite the fact that this idea aroused no enthu- 
siasm in the majority of heads of state at the Moscow 
summit, Nazarbayev is sure that the real integration of the 
new independent states may occur only on the principles 
stated in the concept of creation of the union. 


The president did not at the news conference conceal his 
disappointment with the results of the meeting of heads 
of state of the CIS. This disappointment was connected 
not only with the rejection of the idea of a union but also 
with the fact that the economic integration of the Com- 
monwealth countries has in practice come to a halt. In 
Nazarbayev’s opinion, the main reason preventing the 
Commonwealth countries restoring those that have been 
lost and developing new ties in the economic and 
humanitarian spheres is the absence of supranational 
bodies capable of monitoring and directing the integra- 
tion processes. Nazarbayev observed that a barrier in the 
way of the creation of such structures is the negative 
attitude of the leaders of some states of the Common- 
wealth toward the integration process as a whole. Specif- 
ically, the president of Kazakhstan mentioned the pres- 
idents of Belarus and Uzbekistan, Aleksandr 
Lukashenka and Islam Karimov, who are definitely 
opposed to the creation of supranational bodies and who 
at the meeting proposed that the item concerning the 
creation of a Eurasian union be removed from the 
agenda. Despite the fact that this matter was nonetheless 
discussed, it was decided merely to note the proposal 
concerning the creation of a union and to use the ideas 
contained in the concept of its creation to stimulate 
integration processes in the CIS. 


KOMMERSANT-DAILY: The Nazarbayev draft con- 
cerning the creation of a Eurasian union was presented for 
consideration by the heads of government of the Com- 
monwealth countries in the spring. It provides for the 
creation of an economic and political union of the former 
republics of the USSR, including executive authorities 
and an interstate parliament, which would coordinate the 
legislative activity of the participants. 


It is significant that Belarusian President Aleksandr 
Lukashenka also expressed dissatisfaction with the 
results of the Moscow meeting following his return to 
Minsk. That is, he stuck to the opinion that he had 
expressed at a news conference on the threshold of the 
summit—the signing of interstate agreements could not 
get integration moving. 
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Despite the entire skepticism of Lukashenka and Kari- 
mov’s rejection of the principle of integration itself, the 
first supranational body was created in Moscow. But the 
position of the presidents needs to be given its due. Of 
the more than 450 documents signed by the heads of 
state and government of the Commonwealth countries, 
no more than one-fourth are actually working. It 1s 
entirely likely in this connection that the Russian dele- 
gation will propose new initiatives at the December 
meeting of heads of state of the Commonwealth in 
Almaty. 


Skepticism Voiced on Promises to Aliyev 


954Q0063B Moscow KOMMERSANT-DAILY 
in Russian 25 Oct 94 p 3 


[Comment of International Life Department outcome of 
CIS summit] 


{[FBIS Translated Text] Nursultan Nazarbayev was not 
the sole CIS leader in a hurry to express his views on the 
results of the summit. While Leonid Kuchma was pre- 
paring to set off for Canada (see the material on page 
four), and Islam Karimov, for China, speaking hot on his 
heels was Geydar Aliyev, who declared after a meeting 
with Viktor Chernomyrdin that Moscow would hence- 
forward have no complaints against Baku “concerning 
the development of the sea shelf off the shores of 
Azerbayan.” The results of the head-to-head meeting 
between Aliyev and Chernomyrdin (there were no com- 
ments from the Russian side for some reason or other) 
truly could appear sensational: The prime minister, 
according to Aliyev, assured him that Moscow had 
essentially consigned to oblivion the Foreign Ministry 
statement on “nonrecognition” of the contract between 
the Azerbaijani State Oil Company and the international 
consortium on development of the deposits of the Cas- 
pian shelf. Period? A KOMMERSANT-DAILY corre- 
spondent was assured at the Ministry of Foreign Affairs 
of Russia that Moscow truly has nothing against the 
contract itself. But it is necessary first to settle the 
question of the status of the Caspian—and nothing 
should be done until then for “the Caspiar cannot be 
turned into a pool of oil.” It is curious that Cherno- 
myrdin also now communicated to Aliyev his uneasiness 
over questions of the environment. At the same time, on 
the other hand, The Fourth Asian Department of the 
Ministry of Foreign Affairs repudiated the information 
concerning the Ministry of Foreign Affairs’ presentation 
to the prime minister of a proposal that the contract in 
respect to the participation of LUKoyl be disavowed and 
also that there be an appeal to the United Nations on the 
status of the Caspian. It is interesting that Aliyev’s 
rhetoric has undergone certain changes following the 
summit also. He now (in words, at least) recognizes the 
need for cooperation in the sphere of the fish catch and 
the environment. So it is still too early to insert a 
period—in saying “fish” and “environment,” Moscow 
and Baku mean “oil.” And Chernomyrdin further prom- 
ised Aliyev that he would cross off Azerbaijan’s debt and 
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defer its repayment for two years. According to Aliyev, 
Yeltsin also made him a promise—to settle the question 
of the blockade of the railroads through Chechnya, via 
which 80 percent of Azerbaijan’s imports travel. Ful- 
filling this will be difficult, but you can always promise. 


It is significant that both A..yev and the other leaders of 
the CIS are avoiding an evaluation of the political results 
of the summit. Aside from an agreement on the with- 
drawal of the 14th Army from the Dniester region, which 
has already evoked a sharply worded response in 
Tiraspol and the skepticism of General Lebed, noi even 
slight progress can be observed at the other crisis points. 
Neither from Moscow nor from Baku and Yerevan nor 
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from Dushanbe have any commentaries been heard on 
the summit’s decisions concerning peacekeeping prob- 
lems. Even the traditional words about a “certain opti- 
mism” have yet to be heard. The attitude of Baku and 
Yerevan toward the Russian plan for a settlement in 
Karabakh, discussion of which began yesterday at the 
CSCE conference in Vienna, remains unclear, inciden- 
tally. Only Eduard Shevardnadze is content with the 
mandate of the Russian peacekeepers in Abkhazia. 


So following the important-sounding declarations con- 
cerning new integration steps—total uncertainty as to 
whether they will be fulfilled. 
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Shakhray Proposes Kaliningrad Solutions 


954F0220A Moscow NEZAVISIMAYA GAZETA 
in Russian 26 Oct 94 pp 1, 3 


[Article by Sergey Shakhray, Russian Federation deputy 
prime minister: “The Kaliningrad Perspective of Rus- 
sian Policy: A Law on Territories of Federal Significance 
Is Needed’’] 


[FBIS Translated Text] At the end of July NEZAVISI- 
MAYA GAZETA published Sergey Shakhray’s article 
devoted to problems of Kaliningrad Oblast. The position 
stated by the deputy Russian Government prime minister 
gave rise to a concerned discussion both in the oblast itself 
and in the newspapers. A meeting of the Russian Feder- 
ation Security Council, at which S. Shakhray presented a 
report on the Kaliningrad issue, was held recently. 


Today we once again call on the Russian Government 
deputy prime minister, who sees the problems of the 
Kaliningrad exclave primarily as reflecting problems of an 
all-state nature. 


“You can’t see a face when you are face to face....” 
Russia’s big problems are sometimes, indeed, seen better 
from a distance, even if this “distance” is just a stone’s 
throw away. The view from Kaliningrad Oblast, the 
“Russian exclave” on the Baltic, or from the “Baltic 
redoubt,” as our irreconcilable opposition has christened 
the western outpost, shows a very particular angle of 
approach. 


Questions that are by no means particular and that have 
been making their presence known increasingly insis- 
tently as of late may be seen very clearly from this 
viewpoint. How to establish a realistic balance of the 
vital interests of the Russian regions and ensure the 
national security of the state as a whole? How to avoid 
the “reefs” of the reforms and create a normal market 
economy and not squander our natural resources here? 
How to worthily uphold the right of the state to its own 
position in international and internal affairs if foreign 
investors appear to us as a panacea against all adversi- 
ties? 


All these questions and many others are far from simple. 
Their mere formulation frequently evokes charges 
against Russia of imperial ambitions. But it is not a 
question of ambitions but of a state’s inalienable right to 
freely determine the priorities of its national interests. 


In such a perspective the problems of Kaliningrad stand 
on a par with the problems of other Russian regions, the 
Far East particularly. 


The proposition that Kaliningrad has a unique geostra- 
tegic location since it is Russia’s sole western outpost 
that lacks a common border with it is indisputable. 


The main contradiction of the Kaliningrad problem is 
the fact that both our western neighbors and the oblast 
administration itself are trying to confront the federal 
authorities with an “‘either-or”’ choice: either Russia opts 
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for the path of the oblast’s military development—and in 
this case it should fully support its exclave, preferably at 
a level! no lower than European economic and social 
standards, or we open a highway to the free market and 
foreign capital. But the extent of potential investments is 
strictly tied by the world community in advance to the 
demilitarization of the region and its placement under 
international supervision, which is tantamount to a 
limitation of Russia’s sovereignty. 


Continuing to balance on this “either-or,” the adminis- 
tration of the oblast could derive tactical benefits from 
both the European community and Russia simulta- 
neously. But strategically we already have as a result the 
“creeping” expansion of the Western states in the eco- 
nomic and ethnic spheres, a growth of local separatism, 
and the prospect of the creation of a fourth independent 
Baltic state. 


1 am firmly certain that the more than usually pained 
attention of Western countries to the steps being taken 
by Russia on the territory of its subject is inappropriate, 
to say the least. The version of the uniqueness of the 
Kaliningrad exclave is improper. As we know, it is in 
practice not a bit different from the exclaves of foreign 
states (Alaska, Macao, Hong Kong, and others), on 
whose territory strong military bases are frequently 
located. But the question of the placement of such 
regions under international supervision does not arise. 


We must once again clearly state the priority of Russia’s 
military and strategic interests in Kaliningrad Oblast. 
But the demand for a strong military presence must 
necessarily be combined with the demand for a devel- 
oped socially oriented economy. 


At the level of declarations all seems correct and clear. 
How to realize this in practice is another matter. 


First, there is as yet no adequate conceptual and legal 
base of support for the national interests of the Russian 
Federation. The situation is exacerbated by the general 
transitional character in the sphere of federative and 
constitutional development and the absence of a whole 
number of essential federal laws (on, for example, the 
general principles of the delineation of terms of reference 
and the mutual delegation of authority between the 
federal organs of power and the organs of power of 
components of the Russian Federation or on the 
common principles of the organization of the represen- 
tative and executive organs of state power of the com- 
ponents of the Russian Federation). 


The most suitable mechanism for filling the legal 
vacuum in a solution of the problems of Kaliningrad 
Oblast and regions like it could be the adoption of a 
special law on territories of federal significance. The 
“federal territory” concept does not indicate some 
infringement of the status of a specific component of the 
Russian Federation. 


We are talking about territories of particular significance 
for Russia as a whole, in connection with which the state 
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should assume all the concerns for their development 
and normal activity. Or it could be a question of conflict 
regions, where all possibilities of a settlernent of the 
situation “below,” without the intervention of the fed- 
eral leadership, have been conclusively lost. Such regions 
should, depending on their salient features, temporarily 
or permanently acquire federal status in order that their 
manageability involving a combination of the nai\onal 
interests of Russia and the interests of the develop :.-nt 
of the specific territory may be assured as fully as 
possible. 


Second, the notion of normal socioeconomic develop- 
ment in regions like Kaliningrad or Maritime Kray 1s 
connected with the operation of free economic zones. 
But the results of their operation as of the present inspire 
quite wistful reflection. 


It is known that foreign experts see the creation of free 
economic zones on the territory of Russia as an instru- 
ment for securing the interests of foreign business. What 
is more, in exchange for negligible investments, the 
maximum of privileges, including the lifting of the 
restrictions on the transportation of strategic commodi- 
ties out of the regions, is being demanded of us. What is 
the situation 1n reality? 


As of | September 1994 some 885 enterprises with 
foreign investments, of these, 239 with 100 percent 
foreign participation, had been registered in Kaliningrad 
Oblast. Of the total authorized capital, foreign partners 
account for just R6 billion. As the newspaper 
VECHERNIY MURMANSK wrote in September, “the 
Germans have no need to invest money in Russia’s 
Kaliningrad. It is perfectiy possible that the Germans 
will want later to invest money in their own Koenigs- 
berg.” 


The ““Nakhodka” free economic zone exists 80 percent 
thanks to exports of raw material, and this orientation 1s 
extraordinarily advantageous to all states of the Asia- 
Pacific region and also the United States, but absolutely 
disadvantageous to Russia. 


In addition, the question of the borders in which the free 
economic zone should exist arises constantly. Yuriy 
Matochkin, governor of Kaliningrad Oblast, insists on 
the coincidence of the territory of the free economic zone 
and the territory of ‘is region. But his own economists 
are showing that reai free economic zones may function 
only as local zones inasmuch as, on the basis of foreign 
experience, it is necessary to invest $40-45 million for 
the normal equipment of one square kilometer of an 
export-manufacturing zone, and $10-15 million for a 
customs-commercial zone, otherwise the serious 
investor will not invest capital there. The territory of the 
Kaliningrad exclave, however, constitutes 15,000 square 
kilometers. 


As a result the free economic zone 1s becoming, instead 
of a zone of profitable cooperation, a channel of exports 
of raw material, strategic included, and the practically 
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total “transparency” of the borders is conducive to an 
uncontrolled stream of migration and contraband across 
the terntory of the oblast. 


For example, the number of crimes related to the man- 
ufacture and sale of narcotics in relation to September of 
last year has grown in Kaliningrad Oblast more than 
sixfold compared with the Russian average, and in 
Maritime Kray, more than fivefold. The number of 
crimes connected with smuggling grew !,993 percent (!) 
from January through September 1994 in Kaliningrad 
Oblast, 420 percent in Maritime Kray. 


Therefore it follows that a solution of this abnormal 
Situation at this time could Ue the creation of local 
customs zones in the area of the ports and transport 
terminals. It is essential also to ensure strict supervision 
on the part of the federal authorities of the programs of 
economic development of regions of strategic signifi- 
cance for Russia from the viewpoint of conformity to 
Russia’s national interests and government policy per- 
taining to the attraction of foreign investors. Particularly 
close attention should be paid to the projects that con- 
template large-scale foreign investments. 


Third, a consequence of the current situation is the 
dangerous combination of negative economic trends of 
the development of the free economic zones and a 
growth of the separatist mood of the administrations and 
the population of the regions, which is being skillfully 
stoked by the propaganda campaigns of overseas news 
media. 


The latent Germanization in the West and the “Asian- 
ization” in the Far East are being accompanied by the 
fanning of a sense of the regions’ grievance against the 
federal center, which is allegedly attempting to “regulate 
their economic independence.” The slogan of unlimited 
economic independence in this context 1s becoming a 
slogan of unlimited separatism, particularly against the 
background of the objective severance of ties in one case 
because of the high transport tariffs or, in the other, the 
absence of agreements on transit of the oblast. 


The insufficiently prompt resolution of problems that 
have long been urgent could lead to strategic losses 
growing in time in geometric progression. 


I consider it essential to determine our position as soon 
as possible with regard to a single line of officia! policy 
connected with problems of national security, particu- 
larly from a regional angle. Life, naturally, always out 
paces the intentions of legislators and executives, but 
until a well-oiled system of the state and federal arrange- 
ment takes final shape, we can avail ourselves of the 
possibilities of preventive law, so to speak. 


In other words, we must today even promptly form a 
legislative base which, while tackling particular ques- 
tions of the present day, lays some “preventive” foun- 
dations in relation to possible negative trends in the 
socioeconomic and political development both of indi- 
vidual regions and of the country as a whole. 








This report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners. 











FBIS-USR-94-120 
7 November 1994 


As far as Kaliningrad Oblast directly is concerned, the 
Russian Federation Security Council adopted a deci- 
sion on the need for the preparation of a draft special 
edict of the president of the Russian Federation 
geared to the effective socioeconomic development of 
the oblast and the safeguarding of Russia’s interests in 
this region. 


In addition, a principal problem of “‘exclaveness”’ is 
being tackled in practice even now—restoration of 
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normal transport links with the Russian “mainland”: 
ferry-boat traffic between St. Petersburg and Baltiysk 
will be established this year (two ferries are to arrive 
in the oblast from Sakhalin shortly). The ferry-boats 
themselves could be manufactured directly in Kalin- 
ingrad also. Work is also being performed on the 
development of the ports on the coastline of Kalinin- 
grad and Leningrad Oblasts, within, specifically, the 
framework of the Revival of the Russian Fleet federal 
program. 
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ECONOMIC & SOCIAL AFFAIRS 


MMM President Mavrodi, Piyasheva on Crisis in 
Economy 


945E01294 Moscow DELOVOY MIR in Russian 
28 Oct 94 p 8 


{ Dialog between Sergey Mavrodi, president of the MMM 
AO, and Larisa Piyasheva, doctor of Economic Sciences: 
“Only Non-Standard Decisions Can Help Russia’’; date 
and place not given] 


[FBIS Translated Text] 


{L. Piyasheva] Social relations in post-communist 
Russia, it seems, have already been determined to the 
point where they yield to full scientific analysis. Yuriy 
Burtin calls the system that has formed “nomenklatura” 
capitalism [party-authorized position capitalism]. Grig- 
oriy Vodolazov speaks of the political system as 
‘“*nomenklatura” democracy. There are other definitions: 
bureaucratic capitalism, right down to the humorous. 
Anyone who studies politics today, who goes into poli- 
tics, cannot avoid latching on to one or the other of the 
definitions, or giving his own. Well, incidentally, this is 
important for anyone, and is becoming more and more 
important. 


[S. Mavrodij I did not want to devote myself to poiitics. 
I am a great homebody, and did not strive to be in the 
public eye, because that would disrupt my life. It bothers 
me. Recent events, however, forced me to change my 
plans. Up to now, I did not give any serious thought to 
what kind of system we have. Now I have realized that 
the interests of the shareholders must be protected by all 
possible means, including political. It is for this purpose 
that the party is now being created. I am a candidate for 
the Duma. So my thoughts on the present system are 
only beginning. I have one attitude toward the present 
authorities—they are totally incapable of anything posi- 
tive. If I am not mistaken, no one expects anything 
positive from them. We see the state of the people this 
way: everyone knows that things are bad around them, 
but no one knows how to do any good. 


I feel that political views are not so important in this 
situation. We have such a critical economic situation 
that the main thing right now is to feed the people. It 
seems to me that everyone would come out in favor of 
any party which would say that it knows how to feed the 
people, and which they would trust. Just let the eco- 
nomic crisis be over quickly. This is probably character- 
istic of all societies which are in an economic crisis. At 
the second stage—indeed, man cannot live by bread 
alone. The second stage is when they have fed the person 
and he asks: “What next?” I repeat: I feel that at the 
initial stage, when the people must be fed and the 
country led out of the economic crisis, it does not matter 
so much what kind of system there is. 


I am not a dictator, not a fascist. God forbid. I feel that 
there should be freedom of speech, freedom of the press 
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and other freedoms. All the same, though, we need 
individual authority to lead the country out of its crisis. 
The most efficient decision is always made by one 
person. Collective decisions are usually less effective. I 
realize all the danger of this situation. A person may 
develop a taste.... All the same: at the first stage there 
should be one person doing everything. 


if | were to become president.... | honestly don’t know if 
this is necessary. I have, in general, an economic pro- 
gram, and it seems to me that I could lead the country 
out of its present situation. And in a very short time—in 
a year. In a year, Russia could take a path, which, with 
ordinary, sensible, democracy, would cover ten years. In 
this case, the end justifies the means: if such a method 
exists, it should be used. 


{L. Piyasheva] Modern economic science, at least, what I 
personally consider to be economic science, knows the 
answers in principle to the basic painful questions of 
Russian economic life. New basic positions can hardly 
be invented. Everything rests on the people, on “‘leader- 
ship and active members,” as was said earlier. Some do 
not want to do what they ought to do, because doing 
what they ought to do 1s not in their interests. This is the 
upper strata of bureaucracy, mght down to the regional 
governments. Others want to do what they ought to do, 
they want to, but they feel that it will take them almost 
two decades to do this. Two decades—for private prop- 
erty to begin to predominate in Russia, so that the 
economic spending of the state 1s reduced to a few 
percent of the present twenty percent. I feel that every- 
thing can be dealt with in a year or two. I have always felt 
that. 


This is my main divergence from our “capitalist”- 
economists. In my opinion, they are counting on a 
gradual approach—Utopia. Moreover, a bureaucratic 
Utopia, after all, aGRADUAL APPROACH, according 
to their plans, should secure the state, that is, official- 
dom. In turn, they consider my ideas—that idea of 
“landslide privatization” —to be Utopian. After all, Gay- 
dar, and then Chernomyrdin, carried out landslide 
privatization, but—in favor of the bureaucracy, in favor 
of the “nomenklatura.”. 


In their opinion, it was too early to carry out landslide 
privatization, but this is just the mght moment for 
landslide privatization. 


[S. Mavrodi] I should not like to talk about the specific 
points of your program. I have completely paradoxical 
ideas, and they will find no support, simply no one will 
accept them. This is tantamount to my having begun, 
when I started MMM, to discuss its prospects, to say that 
in six months MMM would be a company that was 
almost the largest in the world. Who would have taken 
me seriously? What would they have said about me? I 
foresaw what would happen and how it would happen. I 
foresaw, to within a month, the development of events. 
True, I suggested that they arrest me in September- 
October. They were in a hurry to do it, but they lost their 
nerve. 
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I followed the speeches that pertained to me and MMM 
very attentively. Particularly those of the leaders. | 
gained the impression that we have quite incompetent 
people in power. The minister of Finance speaks on 
purely professional questions, which pertain directly to 
him, and ! can see that he simply does not understand 
what happened. It is clear that none of them can under- 
stand, but on the level of common sense, on the level of 
the facts which were accessible to them, they shouid, it 
seems have drawn the true picture for themselves. They 
could not do this, though. The way to make the transi- 
tion to a market economy is incomprehensible to them. 
They have no idea. They simply react to events. A 
landslide of the ruble takes place—they throw out 
money, and everything is in this spirit. They are inca- 
pable of reckoning the second step. Their competence, 
intellect and imagination are only enough for one step. 


The basic misfortune lies in this. You do not have to be 
too smart, let alone brilliant, to think up any sort of 
measures. There are elementary decisions, for example, 
the country has a gold reserve, resources—why not get 
loans using them as security? They could use this money 
to purchase Western technology, to build plants which 
would turn out competitive products. These products do 
not have to be super-profitable, cost recovery is enough. 
These plants would employ people, and reduce social 
tension. A number of plants could be bought to work off 
debt. For example, a person has some object of great 
value, a piece of gold from his parents, he has a head and 
hands, and he takes out a loan, and with this money he 
buys tools and begins to build something. He builds 
it—sells it—he is paid—he redeems his valuable object. 
And he has something left over. Why doesn’t our gov- 
ernment do this? Because it realizes perfectly well that 
nothing will be built and the gold will vanish, as has 
already happened more than once. 


I will return to the analogy with this person. If he breaks 
up his piece of gold bit by bit, and spends it all on food, 
he will end up having eaten up everything and will get no 
loans. 


[L. Piyasheva] But life will get its way. Even within the 
framework of that curtailed economic freedom which the 
authorities have permitted, private interest will break a 
road through for itself. MMM would have been impos- 
sible with the former market. At that time it took 
everything from the people, and let no one either earn or 
get rich. Now, however, they are sensibly not only letting 
what has been earned be used, but are allowing funds to 
be invested in production, allowing something to be set 
up. Eat it all up—certainly! Moreover, they are pro- 
voking, forcing people to evade taxes and look for 
loopholes in the laws. 


[S. Mavrodi] The prospects are very distressing. In the 
first place, it is very difficult to lead the country out of 
the economic crisis. In the second place, all the ordinary, 
all the standard methods are unsuitable. No other 
country has ever had such a crisis. Analogies are mean- 
ingless here. There is no economy at all right now. We 


must almost start from scratch. The people are too 
embittered to wait. So the future is a somber one. 


[L. Piyasheva] I have been saying for nine years that 1t 1s 
unhealthy to drag out reforms. Vitte wrote this: reforms 
in Russia must be carried out quickly and dramatically, 
or else they will be worn-out. Almost everyone replies to 
me that Russia has not matured, the people will not 
accept rapid, dramatic changes, they are used to living 
under known conditions. This ts called by the strange 
term, “social-cultural objective reality.” 


{S. Mavrodi] What will the people not accept—an 
improvement in their lives? Do you think they will say, 
we don’t need anything better, we have a hard life and we 
will go on this way? I know what the matter is. | 
understand your opponents. They can see only the 
standard ways of getting out of the crisis, calculated for a 
long period. This is a very dangerous approach—the 
farther it goes, the more dangerous it becomes. Standard 
solutions will not help. 


Our reformers know only one path: division into mech 
and poor, polarization of society. There is another path, 
though, the one that the activity of the MMM AO is 
pointing out. There are paths that will make things good 
for everyone, they do exist. Our reformers are instilling 
the people with the unhealthy idea that things cannot be 
good for everyone. They can be. For everyone! 


[L. Piyasheva] It would seem that two methods of action 
can be suggested. 


The first method: solve the problem of ownership 
quickly and in earnest: I mean, neither the “nomenkla- 
tura™ mafia, nor the bureaucratic mafia can save Russia. 
This means changing the existing, rapidly strengthening 
system. 


The second method: start with a few correct actions in 
the sphere of finances, the budget, the monetary policy.... 
These actions will immediately change the entire situa- 
tion for the better, and after that, already in favorable 
circumstances, deal with the problems of ownership and 
economic freedom. 


{S. Mavrodi] My method is the second one. Separate the 
problems, solve them independently. This is realistic, 
and not in the realm of a miracle. Alternative paths do 
exist, sometimes paradoxical and unexpected. For 
example, the MMM AO. Everyone says that it is a 
pyramid. I will not refute this.... 


[L. Piyasheva] Then, in the interests of the reader, | will 
try to say something. I am not a mathematician, but an 
economist, and my basic scientific interests have for 
many years been related to the liberal reforms in the 
West. Until they put you in jail, | must confess, I paid no 
particular attention to the MMM AO. Then I thought 
about it and I said to myself: if this person, at the time 
when he gave life to his AO (February of last year), had 
more or less substantial savings, this is no pyramid, it 1s 
a pyramid only in the imagination of our academicians, 
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in the recent past, Marxists. It 1s also in the imagination 
of the Moscow upper ten who trust them. Then I found 
out that vou have been in business since 1981, and that 
they have tned .o institute criminal proceedings against 
you seven times, and that since 1989 there were only 
two-and-a-half months when you were not under some 
sort of investigation.... 


The other day, Sergey Belov, the mathematician, came to 
me with his calculations and graphs. You have never 
heard of him, and it was the first time I had seen him. Let 
us leave his mathematics themselves for an applied- 
science conference on “What Happened to the MMM 
AO?” This, incidentally, 1s the first event of the newly 
created Institute of Economics and Law imeni Fndrnkh 
Von Khayek, of which I am the director. I underlined 
certain conclusions. “At the stage of property redistribu- 
tion, one can, through a skillful investment of capital, 
obtain the property of facilities, the commercial value of 
which will in a short time exceed the funds spent by a 
factor of 10, 100 and even 1,000.” Farther on—after the 
appropriate calculations: 


“There is no basis to claim that each succeeding wave of 
investors secures the preceding one, unless it 1s proven 
that the charter fund and (listen!) other funds, which the 
company can assign, in addition, to the investors’ funds 
drawn tn, are insufficient to clear off, at the latest 
purchasing price, all the certificates sold earlier.” 


Finally, the most pleasing thing for both of us. Sergey 
Belov’s calculations showed that, with a 30-percent 
income for the funds invested, one conventional certifi- 
cate, invested at a price of 1,600 rubles [R] in February 
and turning over each new quotation, allowing for the 
investment of the derived margin, on that same 30 
percent, vill acquire, by 27 July, a value of about 
R125,000. He writes: “After all, though, this precise 
R125,000 is the declared purchase value of the share 
certificates of the MMM AO, from 28 July 1994." He 
puts two exclamation marks and continues: “A coinct- 
dence? I do not believe in such coincidences.” 


Thus, Sergey Panteleyevich, your purity has been scien- 
tifically and mathematically proven before Russia. 


[S. Mavrodi] Let us assume, however, that this is a 
pyramid. Just for a second. But why does no one think 
that I can build this pyramid in other countries? Why not 
suppose this path? By gathering money from the whole 
world for Russia, and pumping it into Russia, it can be 
made a wealthy country. Yes, at the expense of other 
countries at a certain stage. 


{[L. Piyasheva] There is stable legislation in the West. It 
regulates the long-established financia! institutions. 
There are proven methods of financial activity. Russia 
has none of this so far. As I understand, your success 
stems from the fact that you, with a good knowledge of 
the specific Russian character, quickly learned, very 
competently, to get around what we call laws in our 
country. Or rather, to pass between them. You use the 
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Stupidity of the “nomenklatura’—impertinently. but 
cleverly and competently. The West also has a “nomen- 
klatura”—not so numerous, but cleverer. 


[S. Mavrodi] It would be much easier for me in the West. 
For example, the system of tickets and voluntary dona- 
tions. There is not a single country in the world whose 
legislature can forbid them, because then it would have 
to forbid a market economy. You cannot forbid people 
to buy my portraits or make voluntary donations to 
me—this undermines the very basis of a market 
economy. Our people write that MMM ts impossible in 
the West. This is nonsense! The MMM AO would live 
there as if it were in a hothouse. They can up and arrest 
me here when they see: I am defeating them in the 
competition and they cannot cope with me in an honest 
way. In the West such a thing is impossible, at least at the 
initial stage. 


I am not doing anything 1n our country which would be 
forbidden in the West. They reproach me for self- 
quotations. The quotation was made, not by the MMM 
AO itself, but by another of my firms. Our laws are so 
stupid, sO primitive, that they are very easy to get 
around. 


Yes, they have written down in our country: a company 
itself must not make a quotation of its securmties. | up 
and organized another company—-MMM.-1, and it 1s 
making the quotations. It turns out that | am not making 
them myself. It 1s my company, but formally, it 1s not | 
who make the quotation, it 1s impossible to find fault 
with me. 


The Ministry of Finance issued a document which ts 
terribly detailed. It seemed to the ministry that the more 
detailed they made it, the more difficult it would be to 
get around it. In reality, their strength turned into 
weakness. They regulated everything so much, and tned 
so hard to stipulate everything, that the result turned out 
to be: the compulsory buying up of securities, using one’s 
own capital, is called a quotation. I say: well, fine, I will 
quote on a loan. This is, formally, no longer a quotation. 
This is what happens. Next there 1s compulsory redemp- 
tion. But I am not obliged to redeem it. You may regard 
this, not as an obligation on my part, but as an adver- 
tisement. Let us assume, they will write, that they are 
selling a television set for $1,000, and you come to buy 
it—it turns out that they are selling it for $1,200. This 1s 
not a violation of an obligation, it 1s advertising. 


It all caught them unawares. They could not object to me 
about anything. Until I became engaged in setting up the 
MMM AO, I had no idea what a securty was, I was not 
familiar with the legislation. When they talked to me, 
they decided that I was a person who was absolutely 
incompetent in this sphere. They wrote me condescend- 
ingly: you do not have this the way it should be, you do 
not have that the way it should be. Then I read their laws, 
went to them in a few days, and they suddenly realized 
that I was better enlightened about the laws that they had 
written than they were. They had nothing to object to me 
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about. This made them furnous. The basic feeling present 
in all the actions of the authorities against me is a feeling 
of wounded pride. 


Actually, this is very funny. After all, you can issue, not 
a share, but a ticket, and announce that it is nota 
security (1 particularly wrote on all the contracts that the 
parties were aware that this was not a security) and 
immediately there are no legal claims against you. They 
reproached me: you are issuing tickets for securities. | 
am, on the contrary, afraid that the authorities them- 
selves may try to move my ticket up to a secunty. 


[L. Piyasheva, I listen to you and | am a little bit 
horrified and a little bit cheerful. With every year of the 
20th century, more and more laws regulating economic 
hfe come into the world. The people are accustomed to 
the most ndiculous of them, and regard them as almost 
the laws of life. In our country, any liberal will tell vou 
that the country should use its own currency—the ruble. 
Just as ‘hey use the dollar in the United States and the 
mark in Germany. In fact, liberalism asserts something 
else: the people should have the mght to use any currency 
freely in their accounts. 


I can present one unexpected consequence of your game 
with the Russian authorities: a naughty, but healthy, 
exceedingly mpe movement will begin—to get around 
the laws! Let them be made more cleverly. Let the 
number of them be reduced. So that there will be room in 
an ordinary-size book for all, all the laws in the country. 


1 feel that the number of laws that have to do with 
economics are just on the point of assuming an unfore- 
seen quality—they will stop working everywhere. 


By the way: are you still equating your tickets to shares 
for yourself, but not for the Ministry of Finance? 


[S. Mavrodi] No. There ts a tremendous difference. | 
myself changed the principle. All our laws are applicable 
to a situation of contractual relations and mutual bonds. 
But I use the principle of mutual trust. There are no 
obligations, and the parties are aware of this. As soon as 
you go over to this principle, 1t immediately becomes 
clear that no laws exist for it—because when the law was 
written, it was assumed that there could be no such 
principle. All the swindling which they try to ascribe to 
me presupposes: you show something, but you hide 
something. Everything depends on how talented a swin- 
dler you are. There is no need for me to swindle. There 
is no law which I should be caught struggling with. 


The most absurd thing is that our laws are such that it is 
impossible to make anyone fulfill their obligations. The 
banks have now issued an abundance of promissory 
notes. A person goes to obtain money for this promissory 
note, but the bank says: there is no money. The client 
tries to get it through legal proceedings, and it turns out 
that there is no mechanism to collect this money either. 


[L. Piyasheva] The MMM AO that you set up, from its 
first day, began to accomplish—and accomplished with 
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increasingly obvious success—four tasks, tn the face of 
which our upper circles gave in. Not setting these tasks in 
earnest, and not taking them on immediately 
permitting a great “social price for reforms.” The tirst 
task: social protection of the needy. help tor the poor 
people. The second task: combating inflation, protecting 
the people's savings and accumulating them for the 
people's capital. The third task: anti-monopolism. The 
fourth task: creating a broad entrepreneurial stratum. the 
“third estate.” But... 


Means 


As soon as I start to say that the reforms fell through, 
they immediately ask me: “Lamsa Ivanovna, whose side 
are you on? After all, you are saying the same thing the 
Nazis say: they are eating up Russia.” 


[S. Mavrodi] In fact, they really are eatir.g tt up. Whoever 
Said it. 


My attitude toward the national idea 1s as follows: any 
manifestations of nationalism are alien to me. For me, 1t 
goes without saying that Russia should have Russians in 
the key positions. Not in the sense that they must be 
appointed, but in the sense that there should be a system 
which would exclude clquishness as 2 national symbol 
People of all nations are approximately identical with 
respect to talent, but there are more Russians in Russia 
than there are others. The system should give everyone 
identical opportunities, and then, simply by virtue of 
Statistical characteristics, everything will be normal 
There would be nothing termble about having a Jew, an 
Armenian, or! don’t know who occupy a high position in 
Russia. It 1s bad when clannishness begins to form 
somewhere in a key seat, be 1t national clannishness or 
some other type. 


[L. Piyasheva) The conflict between you and the author- 
ities 18 interesting. All their actrons can de regarded as a 
response to the fact that Mavrod: bought up the 
Gasprom shares. The higher gas industry workers, appar- 
ently, thought very carefully about how to do this, in 
order not to allow interlopers, in order tor this enormous 
property to pass to them. And suddenly Mavrod) 
appeared (it could have been someone else), bought up 
the shares and ruined the scheme which they had 
arranged, rubbing his hands in anticipation of great 
success. 


[S. Mavrod] If 1t had not been Gasprom, it would have 
been something else. Everything was leading to a conflict 
between me and the state. If they had not put me in jail, 
had not dealt this blow to the MMM AQ, I would already 
have been in control of the country’s monetary mass 


The mechanisms that I created to pump money trom the 
West would already have been launched. Gold would 
already have been flowing into Russia. | wrote about this 
in my articles, but it was all taken as a fantasy and a 
declaration. 


I consulted with the largest legal firms in the world to 
learn what schemes should be applied in what countries. 
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Millions of tickets were printed for the West at the same 
printing houses that print dollars and marks. All this was 
launched, but it all fell through at the last minute. At 
least, they began to put the brakes on. 


I am thinking of the future. I acquired a certain amount 
of political baggage in some two months. In the ordinary 
course of events, it would have taken much more time. 
The mechanism which I created can be launched “on 
politics.” You can gather signatures at centers—and you 
have a referendum. There is a mechanism by means of 
which political problems are solved automatically, as it 
were. 


[L. Piyasheva] You are planning to create a party. That 
is, to get into power by the usual path for a democracy. 


[S. Mavrodi] Yes, but I have not yet devoted myself to 
the party in earnest. | am waiting for the results of the 
elections to the Duma for the 109th District. Will I be 
elected? I am popular right now. I am a hero, but by no 
means a positive one for everyone. The mass informa- 
tion media have had it beaten into their heads that I am 
a cheat and a swindler. A mass of people are for me, but 
a similar mass are against me. And moreover, categori- 
cally against me. These people will vote, not for Borov, 
but against Mavrodi. It is a dangerous situation for me, 
and it is not clear whether I can succeed in mastering it. 
I created the MMM AO. It helped people to live. I 
wanted, and I still want to expand its activity all over the 
earth, in the interests of Russia. 


[L. Piyasheva] A well-known academician (and not very 
far from the economy!) said: “I might support Mavrodi, 
but I do not know where his money is.” I answered: “‘I 
can tell you one thing for sure: it is not overseas. 
Otherwise, it would already have smeared him.” He 
asked: “But where is it in Russia? What is he doing with 
the money?” 


[S. Mavrodi] Where is the money, what am I doing with 
it? I am whirling it around, as they put it now. I do not 
like to deceive people. The attempts of various firms to 
report to people where their money is—that is deception. 
Well, I tell a person that the MMM money is in 
AvtoVAZ. It really is there—8 percent. 


The person thinks: oh, the money is in VAZ—that means 
that everything is normal. Well, it really means nothing! 
Everything depends on how the money is controlled. 
Even if you buy the whole VAZ—nothing will change 
from doing it. Effectiveness, profit—that is the only 
indicator that is of any importance to the investor. How 
can a person really know whether it is profitable to invest 
money in AvtoVAZ?“ 


People give me money, so that I can earn for them. The 
person who gives it to me, well then, he feels that he 
wouid not have earned as well as I do. If he assumes that 
he can squeeze more out of his money than I can—Bon 


Voyage. 
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[L. Piyasheva] They scoff at you when you say that your 
money is the people's capital. That the party may be 
called the Party of the People's Capital. 


[S. Mavrodi] The MMM AO is really the people's 
corporation. It is not by chance that it is already begin- 
ning to exert an influence on politics. A live process is in 
progress, the structure is growing and the authorities are 
beginning to put pressure on it. If the MMM cannot 
stand its ground, it serves it right. If it is not flourishing, 
then it is beginning to change externa! conditions so that 
they will be more suitable for it, that is, for the people, 
for the masses, for the interests of the masses. The goal of 
my company, the meaning of its existence is the well- 
being of the shareholders. 


[L. Piyasheva] The charter capital. They charge you with 
having only a little, but there are a great many shares. 


[S. Mavrodi] We no longer have any shares, we have 
tickets. We have no cash capital, the question is closed. 
The whole thing is voluntary. This is a totally non- 
standard scheme. 


[L. Piyasheva] “Black Tuesday.”” Did you foresee it? 
Were you perhaps able to make use of it? 


[S. Mavrodi] It should have taken place much sooner. 
The MMM AO simply drew off tremendous funds and 
checked inflation. Even the Ministry of Finance realized 
this. My attorney asked them what the rate of exchange 
would be if there were no MMM. They said: R1,005 to 
the dollar. There are the usual exchange speculations 
with the dollar. People played by the rules. Now the rules 
have changed, plus the fact that the Central Bank actu- 
ated funds which should not have been touched. The 
funds will run dry, and everything will be supported 
again.... The situation did not change, they just took 
emergency measures, that’s all. 


All the same, there are strange peopie.... Former minister 
Boris Fedorov hinted in the newspaper that we ourselves 
compose the letters from our shareholders that defend 
us. He abuses me in every possible way. 


I said the following, verbatim: “‘Well, who is this 
Mavrodi? The last name alone would personally make 
me think very hard.” The MOSKOVSKIY KOMSOMO- 
LETS printed this (18 October of this year). The press, 
society and the intelligentsia were not angered. 


Mavrodi is the Greek name of my late father—a Ukrai- 
nian, he was a fitter. My late mother was Russian, and 
worked as an economist. The simple people who write 
me letters wishing me well, alter my name in their own 
way, in my opinion, very characteristically and success- 
fully. I read on the envelope: “Sergey Panteleyevich 
Mavrodiy.” For them I am Mavrodiy, but all the same, 
Mr. Fedorov does not allow me on his “nomenklatura.” 


My attitude toward Zhirinovskiy, as well as our rela- 
tions, worry the intelligentsia. He came to me. He said 
that he would promote me to the position of minister of 
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Finance. His party was the only Duma party which 
demanded my release from jail. | have already said that | am 
grateful to these people in a humanitarian way—as every 
prisoner is grateful to all those who wish him to be freed 
speedily. I by no means agree with everything that he 
proposes. I cannot help but acknowledge, however, that he 
knows how to appeal to the masses, and what to say to the 
people and how to say it. He is not wrong about everything. 


Democratic society, plus the authorities, gambled on 
Borov in the 109th District. Nothing will happen to him, 
unless he wins the next elections. This is the way the 
question stands for me. If I win, I will have deputy 
immunity, I will immediately open the MMM AO centers 
and again unravel things and count on the people, and they 
will again start to earn good money along with me. If I lose 
the elections, they will most likely put me in jail again, and 
the people will be left with nothing. Very hard times will 
begin for our national company and for national capi- 
talism. 


Tell me: with this kind of apportionment, can I, do I have 
the right to refuse anybody’s help? In general, I attach little 
importance to words, party programs and this sort of 
wordiness. They rewrite each other's programs, and every- 
thing is fine-sounding, but it is incomprehensible, appar- 
ently, that the people want power, they want to occupy a 
place in public opinion, but they do not know what to do. 
So I stayed in jail. One of my cellmates told me about his 
plan: get money in Russia and do a flit tc Sweden. Here, he 
said, there will never be any order, the people are used to 
stealing, and the authorities are too. A person earns 
something, and the state takes it away in some form or 
other. I asked him: “Well, take a flit to Sweden. Will you 
steal there, too?” “‘No, I am planning to live as a respect- 
able man there.” Everyone wants to live a normal life. I 
want that, too. I want something that is so far impossible in 
Russia: not to steal, and to live a normal life. 


Shmelev Criticizes Breakdown of Russia-Republic Links 
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[Article by Nikolay Shmelev, head researcher at Europe 
Institute of Russian Academy of Sciences, doctor of eco- 
nomic sciences, and professor: “Myth or Impending Real- 
ity?”) 


[FBIS Translated Text] It has been around three years since 
“Belovizh Woods.” Even today, however, one of the main 
questions the whole world is asking is still a great historical 
uncertainty: Is the breakup of one of the two world super- 
powers—the Soviet Union- irreversible? 


I am certain that this is not a question of logic and scientific 
analysis on the political level. It is primarily a question of 
faith, of historical insight, or even of clairvoyance—in short, 
anything but the usual political, military-strategic, geo- 
graphic, nationalistic, or any other logical arguments. Per- 
haps the only argument with any significance whatsoever in 
this respect is the fact that the Soviet Union was never an 
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artificial entity for the most part. It was an organic structure 
that took shape as a result of the natural course of historical 
events Over many centuries. In this context, the republics of 
the Soviet Union were no different from, for example, Texas 
or New Mexico in today’s United States. Today, however, 
who would venture to say that organic origins are an 
effective guarantee against irreversible collapse when 
external and internal circumstances change as radically as 
they did for our country? 


Although nothing definite can be said about the future of the 
former USSR today on the political level, there is no 
question that the problem looks completely different from 
the standpoint of the economic life and economic future of 
the former Soviet republics. First of all, in terms of levels of 
economic development, the industrial and scientific- 
technical potential of most of them is still at a point at which 
their continued progress outside the common channels of 
deep-seated integration tendencies, constituting the main 
channels of the contemporary development of old and new 
industrial countries on all continents and in all parts of the 
world, is just physically impossible. Second, their mutual 
economic interdependence within the boundaries of the 
Soviet Union was extremely pronounced. Just before the 
breakup, it was closer and more organic than the interrela- 
tionship of the economies of the EC countries—the most 
advanced integrated group today. 


Inter-republic trade represented around 20 percent of the 
GNP in the USSR in 1990, when the figure for the EEC 
countries was only 14 percent. According to a number of 
expert estimates, the disruption of the earlier economic 
ties within the boundaries of the former Soviet Union is 
responsible for at least 50 percent of the present decline of 
production in all of the post-Soviet states, another 25-30 
percent of the decline is a result of the disruption of ties 
within the former CEMA framework, and only 20-25 
percent can be blamed directly on the transition from 
highly centralized planning to the market in their eco- 
nomic systems. 


The third and final consideration is that during the short 
time since the Belovizh agreement was signed, it has 
become absolutely obvious that most of the new states 
are simply nonviable in the economic sense (at least over 
the short range) if they continue to rely only on their own 
forces and resources and to sever (or minimize) all of the 
diverse trade, production, credit and finance, scientific 
and technical, personnei, and other ties with their earlier 
partners in the Soviet Union (especially Russia). 


There are no sound economic arguments to explain the 
processes of disintegration within the territory of the 
former union in the last few years. These processes are 
ihe result of the i:responsible political decisions, near- 
sightedness, and total economic incompetence of the 
new republic leaders and the profound ignorance of the 
mob, which has always been inclined to look for the most 
primitive, usually external, explanations for any diffi- 
culty. 
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I am certain that the leaders of most of the post-Soviet 
states in the post-Gorbachev era have never been guided 
by such considerations (apparently abstract concepts 
from their point of view) as the need to preserve the 
common market for the future of their national econo- 
mies—the market where the mass products of their 
industrial and agricultural enterprises were competitive 
to some extent, the market of the former Soviet Union. 
They, however, did not consider the future, and they did 
not, judging by all indications, even have a clear under- 
standing of the importance of stable ties with their 
traditional suppliers throughout the post-Soviet eco- 
nomic zone (suppliers of oil and gas, electricity and a 
variety of crude resources, machines and equipment, 
spare parts, and consumer goods) in the daily life of the 
new states. In essence, their only motive, which provided 
such strong impetus for the processes of disintegration, 
was the deeply mistaken conviction of the leaders of 
these states and the general public that Russia was 
“stealing” their resources and that their economic self- 
isolation from Russia would result in perceptible and 
immediate changes for the better in their standard of 
living and quality of life. 


It would be wrong to say that the leaders and the public 
were not warned of the unavoidable destructive conse- 
quences of hasty decisions against integration (including 
the indiscriminate nationalization of union property, the 
issuance of national currencies, the erection of adminis- 
trative and customs barriers impeding the movement of 
goods, and many others). In the simplest terms, the 
warnings took the following form: Build your politically 
independent states, elect presidents and parliaments, 
institute new official state languages, acquire new 
national anthems, flags, constitutions, and even your 
own armies, if you feel the need to do so, and achieve a 
new, autonomous international status, but keep your 
hands off the economy, because it is the foundation of 
the daily life of ordinary people who will gain nothing 
but new unnecessary burdens from the efforts to isolate 
yourselves from Russia and the other former Soviet 
republics. 


I will take the liberty of quoting my own words in this 
context: “The current situation is a dramatic one 
because as soon as we go beyond the trumphant shouts 
of politicians in the squares and the yelling of the crazed 
mob, the option of dispersing and going off in different 
directions does not exist in real life. Only Russia can 
afford this—and even Russia will have to undergo new 
torments, tears, and a lengthy period of appalling ruin. 
For better or worse, the Creator endowed it with colossal 
reserves of fuel and crude resources, which will continue 
to be in demand in the world for a long time in any 
competitive system, and Russia itself did manage to 
create the kind of scientific and technical potential in 
recent decades that will, unless it is destroyed, guarantee 
it a fitting place in the world community in the future. 
Even Russia, however, can expect to suffer agonizing 
convulsions for the next 10 or 20 years if its ties with 
neighboring republics are broken.... But whereas the 
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breakup will be a tragedy for Russia, it can only mean 
death, and a very quick death, for all of the other 
republics” (IZVESTIYA, 18 October 1991). 


We can only be amazed by the devastating political 
consequences of simple ignorance and, what is much 
worse, the deliberate lies that were rammed into the 
minds of the people. What was the basis, for example, for 
the allegations that the former Soviet republics were 
being robbed by Russia? Was it the reciprocal shipments 
of goods between them at domestic, unbelievably dis- 
torted, and therefore absolutely unrealistic prices (when, 
for example, the price of Russian oil inside the union was 
2-3 dollars a tonne while it cost around 120-140 dollars 
a tonne in world markets in the 1980s)? A comparison of 
the trade balances of Russia and the other republics in 
1988, compiled by experts from the Commission of the 
European Communities, in domestic and world prices is 
indicative in this context (see Table 1). 





Table 1. Trade Balances of Union Republics in 1988* (in 
absolute terms and in percentages of their GNP) 





















































Republics | Domestic World World | % of GNP 
prices (bil- | prices, bil | prices, bil- 
lions of Hons of lions of 
rubles) convertible dollars 
rubles 
RSFSR 33.32 30.80 $1.44 152 
Ukraine 2.92 2.90 4.84 4.08 
Belorussia 2.08 -2.10 -3.51 -11.56 
Uzbekistan -1.83 -2.50 -4.18 -17.41 
Kazakhstan | —-7.30 6.60 11.00 35.38 
Georgia 0.59 -1.90 -3.18 -26.86 
Azerbaijan 1.10 -0.50 4.84 -6.61 
Lithuania 1.53 -3.70 12 59.94 
Moldavia 1.04 -2.60 4.34 48.69 
Latvia 0.70 “1.30 247 26.78 
Kirghizia 1.21 1.10 1.84 3172, 
Tajikistan 1.16 “1.10 1.84 33.04 
Armenia -1.12 -1.40 -2.34 -34.80 
Turkmeni- 0.30 0 0 0 
stan 
Estonia 0.70 1.30 2.17 45.72 

















Source: EUROPEAN ECONOMY, Commission of the European Com- 
munities, 1990, NO 45, December, p 79. 


* A minus sign (-) signifies a negative balance—i.e., imports exceeding 
exports. A negative balance is covered by other, non-trade methods 
(increased indebtedness, subsidies, and transfers of title). A positive 
balance (the indicators without a minus sign, signifying exports 
exceeding imports) can be achieved, but might remain unpaid. Besides 
this, it is important to remember that the figures in the table represent 
inter-republic and foreign trade, which is part of the reason for the 
general negative balance in the first column of figures (domestic 
prices). This, however, has almost no effect on the final figures, 
because more than two-thirds of the USSR's exports came from 
Russia, and the ratio of imports was more favorable for the other 
republics. 
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The table shows quite clearly that the former union 
republics covered from 4 percent (Ukraine) to 60 percent 
(Lithuania) of their gross national product in 1988 with 
artificially lowered prices for shipments of Russian 
goods and with various other subsidies from Russia. The 
overall, completely nonreciprocal flow of resources from 
Russia to other republics amounted to more than 50 
billion dollars a year at world prices. It would be no 
exaggeration to say that this economic blood-letting, 
which went on for decades, led (along with other factors, 
of course) to a situation in which Russia in general, and 
some of its regions in particular, such as the Noncher- 
nozem Zone, ranked close to the bottom in the former 
Soviet Union in terms of living conditions and standard 
of living. 


What, we wonder, did the nationalist leaders hope to 
achieve when they made such a great effort to dismantle 
the unified economy of the Soviet Union? Their expec- 
tations were as primitive as they were ignorant. They 
thought that Ukraine would be selling its sugar and coal 
in world markets, Georgia would sell its fruit and wine, 
Uzbekistan would sell its cotton and gold, the Baltic 
states would earn money from transit shipments of 
Russian goods, and so forth—and that everything would 
work out, and everything would be fine. So much hope 
was invested in an immediate influx of direct foreign 
private investments, the financial assistance of emigre 
communities abroad, the generosity of the governments 
of the United States and other Western powers and, 
finally, the support of such international institutions as 
the International Monetary Fund and the World Bank, 
but all of these expectations were built on sand. In fact, 
they could not have been otherwise. 


The problem does not lie only in the political instability 
of most of the post-Soviet republics. It was obvious from 
the start that even under the ideal conditions of complete 
political stability, there was not and could not be one 
source (or several sources) in the world capable of 
covering the chronic trade deficit that was the only thing 
that allowed 14 former union republics to occupy a more 
or less stable economic and social position for decades. 


What was it that could cover their annual trade deficit of 
50 »illion dollars? The redirection of shipments of sugar, 
fruit, and wine from the Russian market to world mar- 
kets? Who in the world needs sugar, not to mention bad 
fruit and bad wine? Where could they be sold other than 
within the territory of the former Soviet Union? What 
about the Donetsk coal? Who in the world today needs 
coal, especially coal that cannot compete with shipments 
from other coal-producing countries? What about the 
Ukrainian SS-20 missiles or the military products of the 
Ukrainian shipbuilding industry? They are also either 
unnecessary to anyone in the world or cannot compete 
with foreign counterparts. This is true of almost all of the 
products of virtually all of the machine-building enter- 
prises the republics got as a result of the breakup of the 
USSR. Even if they are extremely lucky, it will be at least 
a decade before they can reach the level of competitive- 
ness at which their active inclusion in world economic 
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exchange will become a reality instead of an impossible 
dream. Meanwhile, they need to start earning a living 
today, right now. 


By the same token, there was not, and could not be, a 
“generous uncle” in the world who would agree to 
compensate the new states for the substantial reduction, 
not to mention the total curtailment, of the Russian 
subsidies. Serious private foreign capital has always been 
extremely cautious, and it will take many years, and also 
the creation of uniquely appealing conditions, before it 
will consider sizable investments in the former Soviet 
republics—with the possible exception of investments in 
oil production, but even this can be an extremely slow 
process, and even this will have a direct effect only on 
Kazakhstan, Azerbaijan, and Turkmenia. No special 
hopes can be invested in the overseas emigre community 
(which is scattered all over the world): Experience has 
shown that the serious money in this community 
behaves just like any other serious money, and its 
assistance at a time of instability is usually limited either 
to donations to churches or to shipments of more assault 
rifles to wherever they are being fired. 


The hopes of the new national politicians for extensive 
aid from the United States and other Western powers 
through governmental channels were also unfounded. 
The desire to get “something for nothing” has tradition- 
ally played the leading role in international politics, and 
the last few years have probably provided anyone who 
still had any illusions with graphic proof that the West is 
much more inclined to dispense advice and good wishes 
than to perform good deeds. Ukraine, for example, had 
to build a whole political performance around its nuclear 
warheads just to get another measly 300 million dollars 
from the United States. Given its present difficulties, it 
probably will not even notice this amount. Even in the 
case of the Baltic countries, all of the Western aid they 
have received to date is unlikely to cover more than 
10-15 percent of their earlier annual deficit in trade 
within the union. Finally, the international financial 
institutions also quickly revealed the limits of their 
capabilities. The IMF, for example, offered Kirghizia 
hundreds of millions of dollars ior the institution of its 
own national currency—the ‘“‘som’’—but this did not 
save, and could not have saved, the som from infla- 
tionary devaluation at a time when the republic had 
almost nothing to sell in “nearby” or “distant” markets. 


Artificially understated prices, subsidies, and preferen- 
tial (or even nonrefundable) credits were not the former 
Soviet republic’ only sources of financing at Russia's 
expense. Until recently the whole monetary system of the 
former Soviet Union, and then the CIS, played a com- 
parable role. In 1992 the national banks of the new 
independent states were practicing the effectively unreg- 
ulated issuance of ruble credits for their own needs, and 
they were issuing as much as they needed and were 
thereby arbitrarily increasing the total amount of money 
in circulation in the post-Soviet zone. Besides this, up 
until the second half of 1993 they were still getting 
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colossal and completely free financial assistance from 
Russia in the form of rubles in cash. Obviously, a high 
percentage of the credits issued by the national banks 
and the cash reaching the CIS countries then returned to 
Russia in payment for all types of resources. In combi- 
nation with the preferential prices of Russian oil and gas 
that were in effect in 1993 (70 percent of the world 
price), these financial contributions to the post-Soviet 
republics absorbed around 15 percent of the Russian 
GNP, which was at least 15.5 billion dollars at the ruble 
exchange rate of that time (FINANCIAL TIMES, 12 
November 1993). The credits and direct subsidies the 
states received were responsible for at least 25 percent of 
the inflation in Russia. 


Russian economist A. Illarionov came up with some 
even more impressive estimates of this credit and finan- 
cial blood-letting (in terms of the actual purchasing 
power of the transferred physical assets). According to 
these estimates, Russia’s aid to other post-Soviet repub- 
lics amounted to 76 billion dollars in 1992 and another 
21 billion in the first seven months of 1993. It is true that 
these estimates are somewhat dubious; the scales are just 
too immense. The following indicators are probably 
more realistic because they are closer to the previously 
cited estimates of the CEC experts in terms of level and 
range: 





Table 2. Russian Financial Aid to States of Ruble Zone in 



































Percentage of Republic GDP 
Republics 1992 Seven months of 
1993 
Uzbekistan 69.2 52.8 
Kazakhstan 25.1 48.8 
Turkmenistan 67.1 45.7 
Tajikistan 42.3 40.9 
Kirghizstan 22.6 23.9 
Arm >nia $3.2 19.7 
Belorussia 11.9 8.8 
Moldavia 17.0 6.1 
Ukraine 23.7 1.9 
Azerbaijan 20.8 a 











Source: IZVESTIYA, 16 September 1993. 





The level of the economic incompetence of several new 
national leaders can also be judged from their sincere— 
or, perhaps, feigned—disbelief, right up to the present 
day, that Russia can and must start charging world prices 
in its trade with all of the new states, because all of the 
valid motives for the continuation of the earlier practice 
of subsidizing them through lower domestic prices have 
ceased to exist. The same can be said of all other forms 
of artificial financing, particularly the preferential 
credits, not to mention the nonrefundable aid, from the 
Russian Central Bank and the shipments of rubles in 
cash to those states. Russia was not the one that started 
all of the demented efforts to institute new national 
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currencies, but some politicians in the CIS countries are 
still trying to portray its natural move to its own currency 
under these conditions as some kind of political intrigue 
instead of an inevitable reality. This is one of those cases 
in which you should have looked before you leaped, 
Gentlemen! 


The disruption of the traditional economic ties 
throughout the post-Soviet zone and the dramatic reduc- 
tion of the direct subsidies and indirect price subsidies 
from Russia, for which no one has been able to find an 
effective substitute, caused the kind of severe economic 
crisis in the former union republics that certainly could 
have been avoided under other, more or less normal 
conditions. “Today we can conclude that there are no 
winners in the grand scheme of things,” Russian econo- 
mist L. Zevin correctly pointed out. “There is a colossal 
bill to pay for the two years of ‘free-style swimming’” 
(VOPROSY EKONOMIKI, 1994, No 3, p 82). 


None of the republics has been able to keep the level of 
production even close to the earlier level. The reduction 
of the gross domestic product between 1990 and 1993 
has been measured at 44 percent in Russia, 40 in 
Ukraine, 42 in Belorussia, 41 in Kazakhstan, 27 in 
Turkmenia, 37 in Uzbekistan, and 57 percent in Kir- 
ghizstan. The economies of the three Transcaucasian 
republics have virtually collapsed, and this is certainly 
due completely to the military operations there. The 
GDP of the Baltic republics has also decreased by more 
than half. 


The process of the general decline of production within 
the territory of the former Soviet Union has not been 
uniform throughout the zone, of course, and its effects 
have differed widely in the new states. The main distinc- 
tive feature of the present general crisis is indisputably 
connected with rates of inflation. They range from the 
recent 100 percent a month in Ukraine to 10-20 percent 
in Russia and |-2 percent in Estonia. The main reason 
for these differences in rates of inflation is probably the 
degree of artificial state support for unprofitable produc- 
tion units with no chance of survival under market 
conditions in some republics. In the simplest terms, this 
means that Ukraine, Belorussia, Kazakhstan, and the 
Central Asian states are still trying to support all or 
almost all of their industrial enterprises, sectors, and 
regions with budget resources. Russia is experimenting 
with a largely unsuccessful but nevertheless selective 
policy, while the Baltic republics (especially Latvia and 
Estonia) seem to have decided to allow the death of 
almost their whole earlier industrial sector and even a 
large part of their agriculture by depriving them com- 
pletely of budget subsidies. 


In this context, we probably could say that this is only 
the beginning of the severe structural economic crisis in 
the former union republics experiencing galloping infla- 
tion today, and that the end of the crisis is still nowhere 
in sight (if this end is taken to mean the complete 
termination of artificial budget subsidies for nonviable 
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enterprises and the move to normal market conditions of 
existence). The Baltic republics, on the other hand, 
appear to have already reached the nadir of their crisis or 
to be close to it. Even their leaders, however, probably 
cannot say anything definite today about how they plan 
to rebuild their economic potential in the future, what 
kind of national or substantial foreign investments they 
can expect, how much time this will take, and how 
amenable their population will be to a surgical operation 
of these scales and gravity. 


There is probably no one left in the former Soviet 
republics (except the most rabid nationalists) who does 
not understand that the price for the disintegration of the 
common economic zone was excessive and historically 
unacceptable. Its restoration is vitally necessary to all of 
them. Whereas the declared intentions to preserve close 
economic ties within the CIS framework and the 
numerous documents that were signed for this purpose 
were not taken seriously by anyone (and were even 
categorically ignored) during the period immediately 
following the Belovizh agreement, the situation began to 
change quickly in the other direction at some point in the 
first half of 1993. 


Now only the three Baltic states are still adhering (par- 
ticularly in verbal statements) to the policy of maximum 
separation from earlier economic partners in the union, 
but it probably would be wrong to draw any hasty 
conclusions even from this. The world is a harsh place, 
and it is far from sentimental in business matters: The 
probability that these states will find other sales markets 
for their largely uncompetitive products and serious 
capital for development (i.e., find something equivalent 
to their earlier economic security) in the near future is 
certainly slight. 


In September |° »3 six former Soviet republics signed an 
agreement on specific measures to create a new type of 
ruble zone. It expressed their willingness to use the 
Russian ruble as the only form of legal tender in this 
zone, to coordinate the basic parameters of their eco- 
nomic policy, to agree on the principles of their customs, 
tax, banking, and currency laws and their methods of 
monetary regulation, and to liberalize transfers of pro- 
duction factors—goods, services, capital, and man- 
power. This document said that the Russian Central 
Bank would perform the functions of a common emis- 
sion center. It stressed that the parties to the ruble zone 
should concentrate first on stabilizing their financial 
systems with the use of national monetary units and 
allowed any party that had not already instituted its own 
currency to do this during the transition period. It also 
envisaged the agreement of the parties on the amounts of 
their budget deficits and lending rates, the joint support 
of a single ruble exchange rate in relation to hard 
currencies with a common gold currency reserve fund, 
and so forth. 


The Treaty on the Economic Union was initialed at the 
same time and was then signed in April 1994. Of course, 
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it places fewer demands on its signatories and covers a 
more limited sphere of activity than the agreement on 
the new type of ruble zone. In essence, the treaty refers 
less to a common economic zone than to a common 
trade zone with standardized customs procedures—in 
other words, it represents the first stage in the establish- 
ment of a genuinely comprehensive common market. It 
is Clear that it is a first attempt, however cautious and 
wary, at the restoration of the close economic ties in the 
former USSR that were severed by its political disinte- 
gration. 


Why is the progression toward an effective and genuine 
economic union so slow and inconsistent? The still 
perceptible intensity of nationalism in the republics 
cannot be the only explanation. In the final analysis, it 
appears that no one really believes in the possibility of 
the coerced economic integration of the former Soviet 
republics, under political pressure from outside. Eco- 
nomic reunification under present conditions is not an 
obligation, but a privilege, and it is an extremely percep- 
tible and tempting privilege. As they say, if you do not 
want to do it, that is your own business and your own 
problem. The restored common economic zone can get 
along quite well without you. But can you get along 
without it? Judging by the dismal experience of recent 
years, this is unlikely, because the scales of economic 
chaos and the impoverishment of the population in the 
majority of post-Soviet republics seem to have reached 
the crucial point. 


Differences in the rate of economic reform in different 
republics cannot be the only reason for this faltering, 
artificially restrained movemeni (according to the prin- 
ciple of one step forward and two steps back) toward 
reintegration either. The move from the administrative, 
overcentralized economy to the market was no one’s 
malicious invention, but an objective process with its 
own inexorable laws. Russia has moved somewhat fur- 
ther along this road than the majority of the new states, 
of course, and this is why the malfunctioning of their 
economic mechanisms has certainly been more pro- 
nounced in the last few years. There is nothing, however, 
in these mechanisms today, and there is unlikely to be 
anything in them tomorrow, that would absolutely pre- 
clude the establishment of the necessary conditions 
throughout the post-Soviet zone for the free and com- 
pletely unrestricted movement of all production factors 
across national borders—goods, capital, manpower, and 
scientific and technical knowledge; in other words, 
everything that makes a market a market and makes a 
common market a common market. 


The main obstacle would seem to be something else—the 
failure to answer a key question about the inexorably 
impending economic reunification: Will it be based in 
any way on the earlier practice of Russian subsidies for 
other republics or will it presuppose a strictly equivalent, 
market basis (i.e., without any artificially understated 
prices, direct subsidies, preferential or even nonrefund- 
able credits, free offers of cash rubles, and so forth)? This 
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is the topic of public and private debates and this is the 
focal point of the hopes, complaints, misunderstandings, 
political maneuvers, and tests of nerve of the negotiating 
parties. I am certain that these also include such initia- 
tives as the recent proposal of President N. Nazarbayev 
of the Kazakhstan regarding the Eurasian Union, the 
establishment of which is certain to cost someone some- 
thing. 


Recent events have clearly confirmed that the problem 
lies here, and nowhere else. The failure of the first 
attempt to create a “new type of ruble zone” was 
primarily due to the disagreement of the parties to the 
preliminary convention with the principle of renouncing 
free deliveries of rubles from Moscow and the move to 
payment for shipments on credit. The agreement on the 
economic union between Russia and Belorussia was 
possible primarily because we agreed to ship our prod- 
ucts at preferential prices, and also to subsidize our 
partner in other ways. Belorussia’s direct benefits from 
this have been estimated at no less than 2 trillion rubles 
in current prices. Of course, political, military-strategic, 
and other non-economic considerations played the main 
role in the agreement with Belorussia, but we can sym- 
pathize with other parties to the debates over the terms 
of reintegration: What rnakes them worse than Belorus- 
sia? Should these considerations play a less significant 
role in agreements with them? 


All of the difficulties of the present situation, however, 
stem from the fact that the common economic zone 
within the boundaries of the former Soviet Union (or 
most of it) will either have to be restored in line with the 
technology tested elsewhere in international practice or 
should not be undertaken at all. There is no middle 
ground. There can be differences in the sequence of the 
process, but not in the final goals. The common eco- 
nomic zone can only be viable over the long range if it is 
based on the objective laws of the market, the laws of 
ec uivalent exchange, and not on various forms of inter- 
governmental charity, especially when it is unilateral. 


The common economic zone (or the common market, 
which is the same thing) ideally should have the fol- 
lowing if it is to be genuinely effective: 1) a common 
supranational currency, issued by a common emission 
center, or several national currencies, but these must be 
freely convertible for one another at a fixed exchange 
rate; 2) a common banking system with two levels, 
headed by a supranational bank, preferably with a struc- 
ture modeled on the American Federal Reserve System; 
3) acommon customs zone, with only one set of external 
customs tariffs and no internal tariffs; 4) common con- 
ditions for the unimpeded movement of manpower and 
capital, including unlimited freedom to acquire property 
throughout the territory of this association; 5) a 
common, jointly managed and financed infrastructure, 
including electrical power engineering, transportation, 
and communications, 6) a common budget, however 
small, for common needs, preferably financed with some 
kind of common tax. 
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Obviously, all of this will require tremendous and con- 
stant joint efforts to coordinate economic policy and 
standardize tax, banking, and insurance laws, property 
rights, currency controls, social security, etc. There 
should be no illusions whatsoever: This will also require 
the parties to renounce (in their own interest) all vestiges 
of economic sovereignty and to transfer several vitally 
important economic functions to common supranational 
institutions (perhaps with veto power for each of the 
national members, or perhaps without this power, as in 
the case of the EEC). 


In principle, the creation of this kind of association 
within the CIS framework is possible, and it could be 
done right away, as in the case of the recent agreement 
between Russia and Belorussia, in accordance with 
which these two states will probably soon have a 
common currency, a common central bank, a common 
customs zone and, in essence, a common budget. It is 
doubtful, however, that this immediate result can he 
achieved in Russia’s relations with the majority of othe: 
post-Soviet republics. Under present conditions, a more 
gradual process seems more realistic as far as they are 
cc.. ..ned: from a customs union to a payment union 
within the CIS framework on the basis of existing 
national currencies, but with the prospect of the future 
introduction of an interstate form of legal tender. All of 
the other, more intensive forms of reintegration would 
follow, including the coordination of domestic and for- 
eign economic policy and the creation of supranational 
institutions empowered to make recommendations and 
also to make the appropriate decisions. 


Quite frankly, this approach seems preferable for Russia, 
because it is much less expensive than the present 
Belorussian option. Is Russia ready, for example, to take 
on most of the burden of restoring the economies of the 
three Transcaucasian states that will be suffering from 
the effects of internecine warfare for decades? Further- 
more, and this is even more burdensome, can it afford to 
take an active part in dealing with such fundamental and 
genuinely tragic problems in Ukraine as the necessity 
and inevitability of the gradual closure of the Donbass 
and, at the very least, the intensive modernization (and 
partial closure) of its whole southeastern industrial belt? 
Can Russia afford to keep much of the economy of 
Kazakhstan or Uzbekistan afloat? This will also be 
unavoidable in the event of their reintegration with 
Russia in line with what we might call the “Belorussian 
model.” 


Judging by all indications, neither the leaders of Russia 
nor the leaders of other post-Soviet states have any ready 
answers to all of these questions. | am certain that the 
reintegration of all or most of the former union eco- 
nomic zone is only a matter of time, and it probably will 
happen in the foreseeable future. Any hasty steps, how- 
ever, would ve impermissible. Above all, the slightest 
hint of exhortation—or, what would be even worse—of 
coercion, would be impermissible. We must not forget 
that the nationalistic lunacy that led to the political and 
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economic collapse of the former Soviet Union has not 
been eradicated. Although signs of sobriety are apparent 
everywhere, we have to give them time to adjust to the 
natural course of evens. Until then, we will prepare for 
the inevitable by planning ways of keeping the require- 
ments of our life commensurate with our actual capabil- 
ities. 


Bunich Views Current Economic Problems 


954E0115A Moscow DELOVOY MIR in Russian 
24-30 Oct 94 p 23 


{Interview with Pavel Grigoryevich Bunich, deputy 
chairman of the State Duma Committee on Property, 
Privatization and Business Activity, conducted by 
Georgiy Viren: “The Last Shall Be First”’} 


[FBIS Translated Text] The social stratum of rich entre- 
preneurs and businessmen that has emerged in our 
society recently attracts keen interest. They are usually 
called the “new Russians.” That term originated in the 
West and, though not very precise, has taken hold here as 
well. In our 19-25 September weekly we published the 
thoughts of Nikolay Shmelev, well-known economic and 
writer, on the “new Russians.” Today the economic, 
social, moral and other aspects of this topic will be 
pondered by Pavel Bunich, deputy chairman of the State 
Duma Committee on Property, Privatization and Busi- 
ness Activity, president of the Russian Union of Entre- 
preneurs and Lessors. 


[Viren] Pavel Grigoryevich, let us begin by clarifying the 
term ‘“‘new Russians.” It is not completely precise... 


[Bunich] Of course, we can accept it as a provisional 
term, but in doing so we must understand that it is 
incorrect to say “new Russians.” It would be more 
appropriate to say “the new people of Russia,” because 
the proportion of ethnic Russians in this social stratum is 
significantly smaller than the proportion of Russians in 
Russia’s general population. But it would be even more 
exact to use the term “the new people of Russia together 
with new people from the near abroad.” And that 
complicated phrase conceals a bomb. You see, when a 
Russian charges a Russian an exorbitant price, that is 
perceived less negatively than if someone from the 
Caucasus charges a Russian a much less exorbitant price. 
And sometimes foreigners are hated even when they are 
helping put clothes on people’s backs... It is a fact that 
inside Russia there is a negative attitude toward mem- 
bers of certain non-native nationalities, particularly 
those who have come here from other places... 


[Viren] But how has it come about that the ““Caucasians” 
have beaten out the Russians? 


[Bunich] Firstly, it is not just the Caucasians, though in 
my opinion they constitute the majority. We are also 
talking about Jews, Tatars and Central Asians. Why? 
Here is one possibility: usually a nation that is to some 
degree oppressed becomes more active. People sense a 
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certain disdain and ill will directed at them, and that 
creates a desire, figuratively speaking, to flex their mus- 
cles... 


[Viren] But did these Caucasians sense even the slightest 
oppression or disdain in their homelands? 


[Bunich] There is another possible explanation. The 
degree of criminalization in the Caucasus has always 
been greater—even in the Soviet era bribery and theft 
were more common there than in Russia. And since our 
business was criminal in nature right from the very start, 
one could perhaps say that the “‘personnel” there and in 
Central Asia were already better trained... 


[Viren] The ethnic aspect is probably not the only 
clarification that is necessary for a proper understanding 
of the term ‘“‘new Russians.” There are also economic 
and social aspects, are there not? 


[Bunich] When “the new Russians” is interpreted to 
mean only wealthy entrepreneurs, then in my opinion 
that is incorrect. | would include all businessmen, even 
those who are not that prosperous. Furthermore, in 
many regards almost all the people who live in Russia are 
in fact “new Russians.” 


[Viren] That sounds paradoxical... 


[Bunich] But nevertheless it is true. A human being is not 
comprised of 99 percent water, but rather of informa- 
tion. We were forced to hate capitalism for so long that 
we have it firmly engraved in our minds: this is evil. But 
today only a relatively small percentage of the popula- 
tion that continues to vehemently hate the market 
economy, and those are the “old Russians,” mainly 
elderly people. It is hard for them to accept the new 
assessments of things. I want to stress that these are by 
no means all elderly people: there are some older people 
who are like fish in water when it comes to business. On 
the whole, Russia has accepted market-based relations. 
However, the greater portion of its citizens are not 
lavishing praise on the market economy; they are deject- 
edly, gloomily and hopelessly shuffling in its direction. 
They do not like all of this, but they understand that 
there is nothing to be done about it, and that they must 
recover and survive. And there is a minority who are 
fanatic proponents of market-based relations. The new 
conditions have given them something they could never 
even dream of before. Under the Soviet system they were 
doomed to vegetate, and often through no fault of their 
own. Maybe because of a negative application form— 
they had relatives living abroad, were not allowed to join 
the CPSU, and could not make a career for themselves... 
And if to top it off they were also poor, now they have a 
complex that could be called the “pauper to prince” 
complex. These “‘new Russians”’ want to show off their 
wealthy any way they can, something that is not typical 
of wealthy people around the world. Ours can make a 
deal with the police and drive through the city in 
motorcades, just like government cars do... The “new 
Russians” have not gone through the intermediate steps 
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in business. ihey got rich virtually overnight. Hence 
their desire to show off and their unwillingness to abide 
by rules and laws... 


[Viren] Does that mean that when we speak of “new 
Russians” in the narrow sense, i.e. as a group of people 
who have recently become wealthy, their most promi- 
nent trait is this “pauper to prince” mentality? 


[Bunich] If you start as a pauper, you will always act like 
a pauper. To grow into a “‘prince”’ takes a long time. It is 
understandable that the “new Russians” are much more 
inclined toward dirty business than the English or Amer- 
icans are—because that is the only thing that makes it 
possible to get rich easily and quickly. Of course, there is 
also the fear, the terror, that this kind of opportunity will 
come to an end after some political about-face. Hence 
the feeling of “now or never!” 


[Viren] In the early days of the cooperative movement 
there was a popular saying among businessmen: “Make 
hay while there’s Gorbachev!” 


{Bunich] That uncertainty holds true today as well. And 
it makes business unreliable. For example, I saw a 
stadium being built in Greece. And i noticed that there 
was no warehouse on the construction site, just a small 
area for building materials under a shed. I asked how 
often materials were delivered to the site. I was told: 
“Once a day, at 6:00 am.” “And if they are late even 
once?” “Then that means they don’t need to bother 
coming back again.”’ You see, at the stage to which their 
business relations have developed it has become com- 
mercially advantageous to be precise and honest. But try 
to convince the “new Russians” of that! You will not 
succeed... You really have to keep an eye on our busi- 
nessman. He not only will not deliver on time, he might 
never deliver anything at all. He may cheat you on the 
contract or swindle you some other way. The most 
important thing is to get the money. And so much 
audacity and gall goes into that! I can always recognize 
them by their haughty manner and even by their outward 
appearance: a fat face and wide pants, followed by a 
bodyguard, or preferably lots of bodyguards! (Though if 
someone wants to kill someone, no amount of body- 
guards will help...) Of course I am not talking about all 
the “‘new Russians” or all businessmen, but I am talking 
about quite a few of them. 


[Viren] You touched on the subject of the criminaliza- 
tion of our business world. But to be objective one must 
admit that many businessmen are forced into this by 
external circumstances. Do you agree? 


[Bunich] Yes, and primarily by the criminalization of the 
authorities at every level. Everywhere that permits are 
issued for something, wherever registration is carried on 
or licenses issued, wherever quotas are established, wher- 
ever buildings are leased—everywhere you find bribery. 
Our business world is in the grips of the bureaucracy, 
and that is the main reason for corruption. One example: 
to build a new building for the Academy of the Economy 
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we had to collect 365 (!!!) signatures. And it would have 
taken even more signatures if we had not been part of the 
government... Do you see what opportunities that pre- 
sents for corruption to flourish? It is nothing for some 
boss to say to a businessman: “furnish my dacha to the 
tune of $40,000, or I'll shut down your business.” And 
the most dangerous thing is that he really could shut it 
down, and on legal grounds, too! Because our legislation 
contains certain “black holes.” That is, in the absence of 
a Clear-cut legal standard an official can choose which 
way to interpret the law, this way or that way. And in 
either case he will be right... I should add that the 
percentage of those who are caught and punished is 
vanishingly small. And the wealthiest ones are always 
able to pay their way out of it... 


[Viren] You mentioned that our nouveau riches got rich 
virtually overnight. How do explain such a fast rate? 


[Bunich}] Not just fast, the fastest in the world! The 
problem is that there has never been any other place 
where the state-owned sector comprised 99 percent of 
the economy. That is an ideal situation for thieves and 
the primary means of getting rich quickly, something 
that of course has left its mark in the mentality of the 
“new Russians.” It is one thing if you created and 
accumulated your own property, and quite another if 
you Stole it... In addition, right now our most profitable 
business is trading. But a businessman needs a different 
set of tricks for trading and for being involved in the 
aerospace industry. We have a predominance of the 
primitive forms of business: trading, brokerage, insur- 
ance operations. So combine those factors—the exist- 
ence of a huge state-owned sector, the predominance of 
primitive forms of business, and widespread swindling— 
and you have an answer to the question of why very 
rapid enrichment has become possible. 


[Viren] In my opinion a primitive quality is very obvious 
in our advertising... 


[Bunich] It is not even aimed at stupid people, it is aimed 
at idiots! Look at it: sometimes practically every adver- 
tisement concludes with the same phrase: “‘a solid com- 
pany” or an “excellent company.” Or else some feeble- 
minded woman is asking “just Maria” whether or not 
she should have children! Nowhere in advertising do we 
find arguments in support of claims, or anything con- 
vincing—it is repulsive to watch it and hear it. But don’t 
think that those who come up with this advertising are 
not aware that it is primitive stuff. No, they know that 
they could be operating more intelligently and more 
subtly. But they don’t go to that much trouble—hey, it 
works the way it is! And works well... Often advertising 
involves deception. Here is one example: the First 
Financial and Construction Company prepared an 
advertising film for television showing a beautiful 
building. The narrator says: ‘““We built this building with 
our own hands!” When I saw that I was outraged, 
because they were showing the new building of the 
Academy of the Economy, and as its first prorector I 
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know very well that that company had nothing to do with 
that building (which really is superb)! I called the com- 
pany and asked why they were telling this lie. The 
response I got was very vague, but soon the ad disap- 
peared from television. But we never did receive any 
apology or explanation... 


[Viren] You are not just a scientist, you are also a 
politician. Tell me, in your work in the State Duma do 
you feel—how do I put this tactfully?—the claims made 
on power by business circles? 


{[Bunich] No need to be tactful about it, because they are 
simply dying to run the state! Of course, the business 
world’s interests should definitely be represented in 
parliament and in the power structures. That is the case 
everywhere in the world, but only along with the inter- 
ests of other social groups. But in our country some rich 
peuple have plainly stated that they want to run a state 
that would protect their interests and theirs alone! That 
is absurd; nothing like that exists or could exist in any 
democratic country... 


[Viren] Pavel Grigoryevich, you have painted a fright- 
ening picture. It appears that a small group of people 
who have become wealthy through fraud and theft, 
people who are uncultured and arrogant, are reaching for 
power. And they could well buy it, just like they buy 
officials and judges... So is the upshot that we are moving 
not toward a democratic, rule-of-law state, but rather a 
gigantic criminal space run by felons, sort of like a prison 
camp where the crime bosses are in charge? 


[Bunich] No, I do not believe that. The things I have 
been talking about could be called—in analogy to the 
ailments that accompany growing up—the ailments of 
decline. And these ailments, serious as they are, are not 
fatal. Russia definitely must awake from its slumber. The 
most important thing is that the social consciousness is 
not behind these people, it is in opposition to them... 


[Viren] And do you see any positive traits in the “new 
Russians”? 


[Bunich] Yes, of course! Just think how many decades 
they tried to impress upon us that business is something 
vile. Yet it is amazing how quickly many people have 
mastered it, how quickly they have gotten the hang of it. 
That cannot be explained on ethnic grounds, it is some- 
thing else. One classic writer said that great people are 
not born in the tropics. That is because living conditions 
there are easy and make people decadent, make them 
lazy—why work if a banana is growing "ight over your 
head all by itself? But our conditions have always been 
harsh, therefore our people has a more keenly developed 
sense of self-preservation. And we will move through this 
embryonic period, this stage of learning civilized busi- 
ness, at lightning speed! Because it is mainly young 
people who have gone into business. It will be easier for 
them to make the leap. Do you recall who accomplished 
the economic miracle? Germany and Japan—two 
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defeated countries. But even the Bible says that the last 
shall be first, therefore | am convinced that the same 
future awaits Russia... 


I have spent half my life trying to move us away from a 
centrally-dispatched, totalitarian, despotic system and 
move us toward a marke. economy. And I ask myself: if 
I had known that things would be the way they are now, 
would I ever have begun the fight? And my answer is: I 
would have done it anyway! No other economy can 
compare with an economy based on private owners, who 
strive harder than anyone else to accumulate, expand 
and protect their property. And what could be stronger 
than Russia with 70 million people who are active 
participants, not just people carrying out orders?! But in 
order for us to take off we must pass through the current 
period of difficulty. And that is better than never taking 
off at all... Yes, much time will have to pass. A tranquil 
life is something that our children will have. But we did 
get to live in an era when we can say about ourselves: 
“Blessed is he who visited this world in its moments of 
destiny...” 


Shatalin Proposes New Economic Policy 
Principles 

954F0164A Moscow NEZAVISIMAYA GAZETA 
in Russian 20 Oct 94 p 4 


{Article by Stanislav Shatalin, president of the Interna- 
tional “Reforma” Fund, and Sergey Fateyev, head of the 
department of strategy of the “Reforma” Fund, under 
the rubric “Expert Study”: “The Results of the Govern- 
ment’s Economic Policy for the First 9 Months of 1994: 
A Real Threat to Social Peace in Russia’’] 


{[FBIS Translated Text} Certain trends in the country’s 
economic development in the second and third quarters 
of 1994 gave many officials reason to speak of signs of 
stabilization. They were referring to the substantial drop 
in the rate of inflation, the relative stabilization of the 
currency exchange rate, and the halt in the drop—even a 
rise—in the level of real personal income. Now, at the 
start of the last quarter, the dynamics of ail these 
indicators are definitely changing their direction, which 
gives more reason to criticize the government's course. 


In this regard, representatives of the “Reforma” Fund 
have a moral-ethical privilege. Even during the period of 
relative “stabilization,” we characterized the socioeco- 
nomic situation in the country negatively and warned 
about the artificial nature of the “prosperity,” which 
concealed a worsening economic crisis behind it. 


A characteristic feature of economic development in 
1994 was the continuation and even worsening of the 
drop in production, rather than its stabilization as the 
government promised. According to Goskomstat [Com- 
mittee for State Statistics] data, Russia’s gross domestic 
product (GDP) declined by another 16 percent in the 
first 9 months, and the volume of industrial output—by 
23.1 percent, while the volume of capital investments 
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declined even by 25 percent as compared to the same 
period last year. We will note that the rate of decline in 
these major indicators in 1993 (January-September) as 
compared to 1992 was 13 percent, 14.8 percent, and 12 
percent, respectively. Thus, there was a fundamental 
acceleration in the rate of decline in production of 
industrial output as well as in capital investments. So 
just what signs of stabilization can we talk about? On the 
contrary, the even greater reduction in capital invest- 
ments is fraught with a further decline in production 
even in 1995, which in fact may indeed indicate the 
de-industrialization of the country. 


The worsening economic crisis could not fail to affect the 
execution of the budget, and ultimately the exchange rate 
of the ruble, the rate of inflation, and the population’s 
standard of living. 


The consolidated budget deficit in January-August 1994 
was 35.7 trillion rubles [R] or 10.5 percent of GDP (the 
deficit was 4 percent of GDP in the same period last 
year). The federal budget deficit was 52 percent of 
expenditures, while by the RF Law “On the Federal 
Budget for 1994,” the ceiling on the deficit was set at 36 
percent of all expenditures. 


This occurred largely as a result of the fact that the 
government forecast the situation in 1994 altogether 
wrong (ignoring the opinion of independent experts) and 
accordingly formed an unrealistic budget. Thus, the drop 
in GDP was forecast at 8-10 percent. The substantially 
higher real rate of decline, especially in terms of indus- 
tnal production, meant that there was a shortfall in 
budget income from tax on profit and value-added tax. 
Thus, according to data of the State Duma’s control- 
budget committee, the share of these tax revenues in the 
budget during the first half of 1994 was 49 percent as 
compared to 63 percent in 1993. The reduced share of 
these types of tax revenues was related to the worsening 
financial status of enterprises, sharply reduced profit, 
higher production costs, the nonpayments crisis, and so 
forth. Overall, the process of mobilization of financial 
resources for the budget even now is 30 percent behind 
calculated indicators. The insolvency of a significant 
part of domestic commodity producers for the third year 
of the economic reforms has become an obvious fact 
which forces the Ministry of Finance to seek new sources 
for replenishing the income part of the budget. 


Taking this into account, the firm but concealed inten- 
tion to shift to new principles of taxation in 1995 
becomes understandable. On the one hand, after 
enduring failure in industrial policy and making a sig- 
nificant number of enterprises insolvent, and on the 
other, unable to collect taxes from commercial struc- 
tures, the government decided to make the population 
the main object of its fiscal policy. 


From the formal academic standpoint, in a dynamically 
developing market economy, the structure of income of 
the state budget should indeed be slightly different from 
that which now exists in Russia. But, taking into account 
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the real state of affairs in the social sphere, the popula- 
tion’s standard of living, and the scope and character of 
differentiation in income, as well as ways to obtain it, 
shifting to such a practice in Russia now is dangerous on 
the political level, harmful on the socioeconomic level, 
and cynical and criminal on the ethical level. 


It is dangerous because the population (even the Rus- 
sians) still cannot undergo grave and often undeserved 
deprivations forever. According to figures from Gosko- 
mstat, the number of persons with income below the 
subsistence minimum (R92,300 in September on the 
average per capita) continues to be 23 percent of the 
population of Russia, that is, 33 million people. 


The slowdown in the rate of inflation in the spring and 
summer had practically no impact on raising the stan- 
dard of living of this population group or that of the 
groups next to this one, whose incomes are just 2-4 times 
the subsistence minimum. Prices for foodstuffs and basic 
necessities, which make up the market basket of poor 
people, usually tend to exceed the overall rate of growth 
in prices. For example, in September, while the overall 
growth in consumer prices was 8 percent, the prices for 
vegetable oil and eggs rose 25-28 percent, prices for 
flour, sugar, and salt went up 16-22 percent, and prices 
for bread, baked goods, and macaroni and groats items 
rose 11 percent. A further tightening of the tax yoke will 
inevitably have an impact on the most vulnerable strata, 
raising the already high level of sociopolitical tension. 


It is harmful because in the event the plans to change 
taxation are realized, the main tax burden will by no 
means be on the richest. According to Goskomstat data, 
in the first half of the year, the income of all Russians in 
the form of wages was R65.2 trillion, while income from 
entrepreneurial activity, participation in the profit of 
enterprises and organizations, transactions with real 
estate, and credit-financial operations was R44. 2 trillion. 
Only the first piece of the income pie is divided (though 
not at all proportionally) among the entire economically 
active population (almost 75 million people), while the 
second is divided among a relatively small group of 
people. Taking into account that in all private enter- 
prises the owner’s personal income and standard of 
living can be formed through the enterprise's income and 
are not at all reflected in official statistics, it seems that 
the actual degree of property differentiation is substan- 
tially higher than the figures reported by Goskomstat 
and Mintrud [Ministry of Labor]. Society is becoming 
increasingly polarized, which destabilizes the situation 
in the country. Those groups of the population which 
have prospects for gradually forming the “middle” class 
which is absolutely necessary for a democratic and 
dynamically developing society in Russia will bear the 
brunt of the new draconian taxation of the income of 
physical persons. The sharply increased tax burden will 
cut off the formation of this class, forcing the strata with 
average means to the edge of poverty, undermining the 
stimuli for labor productivity, and expanding the sphere 
of the “shadow” economy. 
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It is criminal and cynical because a large part of the 
population has already been robbed by the previous and 
present regimes. But then it has sampled the popular 
aroma of “‘voucherization,” known the allure of an 
unregulated securities market and scandals like 
““MMM,” and experienced hard currency turmoil caused 
by the exorbitant jumps in the exchange rate of the 
national currency. In conditions of powerful inflation, it 
has constantly given and continues to give the govern- 
ment, and indirectly commercial structures too, interest- 
free credit officially recorded as debts on labor payment 
(more than R3.9 trillion as of 1 September 1994). And 
picking the pocket of this population through higher tax 
rates and even new types of taxes means acknowledging 
one’s inability to conduct a normal economic policy, 
shifting the whole burden of the reforms and one’s own 
mistakes onto the people. 


And the mistakes will become increasingly obvious with 
every passing day. For example, the relatively low rate of 
inflation in the spring and summer must, in our opinion, 
be inevitably replaced by a substantially higher one. For 
the “repression” of inflation was altogether artificial. 
Hidden behind it were not only increased debts on labor 
payment, the nonpayments crisis, and factors of the 
seasonal burden of expenditures and the federal budget 
in the second half of the year. Right now the time for 
“payments on promissory notes” issued earlier is 
approaching, the time for paying for the vague optimism 
and self-deception. To us the jumps in the exchange rate 
seem not so much provocations of conspirators (who are 
they?) as an objective consequence of the actual eco- 
nomic situation (indeed, we cannot even speak of any 
real stabilization). 


Industrial (including structural and selective) policy has 
been ruined. The structure of the economy is becoming 
increasingly archaic and high technology production 
facilities continue to be cut back, while the slump in 
production is virtually universal. The theory propagated 
earlier that the slump in some sectors would be com- 
bined with a surge in others proved to be unfounded. 
During the first 9 months of 1994 as compared to the 
same period last year, the volume of production 
increased for only 18 categories but declined for 383 (!), 
and for 258 of them the decline was more than 30 
percent (!). 


The mistakes in the budget should have forced us to turn 
our fixed attention to income from privatization and the 
commercial use of state property rather than to increase 
the tax burden on citizens. Indeed, it is precisely the sale 
of state property in an economy which was totally 
nationalized which should provide appreciable income 
for the budget. Nonetheless, the predicted revenue for 
the budget is so negligible (less than | percent of income) 
that it may be completely ignored. As the “Reforma” 
Fund has repeatedly noted, in terms of almost all its 
declared objectives, the governmental policy of privati- 
zation ended in a complete fiasco covered up by 
announcements of the large number of formally priva- 
tized enterprises and the creation of a strata of private 
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owners. But essentially it marks an altogether unpre- 
pared, voluntaristically conducted large-scale sociopolit- 
ical act whose negative consequences will affect the state 
of affairs in the country for a long time to come. But the 
most important thing is that the proposed privatization 
schemes did not create effective owners. but for the most 
part meant the simple and in fact outright “distribution” 
of a large part of the national wealth. 


The real state of affairs in the economy, which in the fall 
of this year began to be clearly evident through the 
curtain of reassuringly optimistic announcements by 
officials, will give every reason to speak of the govern- 
ment’s real failure to fulfill the provisions of the presi- 
dent’s message “On Strengthening the Russian State” on 
the deadline for the government's obligations to fulfill 
the Contract on Social Accord. 


The results of the government's socioeconomic policy 
during the first 9 months of 1994 create a real threat to 
the preservation of social peace in the country and 
inspire alarm over Russia's future. 


In order to prevent this, the government needs a new 
integrated economic policy immediately. The following 
are its basic points: 


1. Formulation of clear and precise national priorities 
of structural policy and mechanisms for the state, private 
entrepreneurs, banks, and foreign investments to realize it. 


2. Conduct of real market privatization (in sectors 
where it is needed) with a clear demarcation of the rights 
of federal and regional organs and organs of local self- 
government. 


3. Implementation of a moderately tough credit- 
monetary and financial policy and implementation of 
comprehensive measures to eliminate the nonpayments 
crisis as one of the main consequences and causes of the 
slump in production. 


4. Tax reform without damage to the bulk of the 
population in order to stimulate production-investment 
activity and truly strengthen the income base of the 


budget. 


5. Immediate implementation of land reform and 
expanded buying and selling of land at market prices 
while introducing the restrictions really needed. 


6. Formulation of a rational protectionist policy in 
foreign-economic activity directly correlated with the 
national priorities of structural policy. 

7. Begin, finally, to fight the mafia and corruption. 
Of course, this list is not an exhaustive one. 


It only remains for the government to draw the proper 
conclusions. If not, let them resign. 
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Measures To Prevent Commercial Banks 
Bankruptcy Debated 


954E00994 Moscow BIZNES I BANKI in Russian 
No 43. Oct 94 pl 


[Article by P. D. Barenboym, head of the International 
Consultative Council of the Federal Administration for 
Cases of Insolvency (Bankruptcy): “Who Is To Save 
‘Drowning’ Banks and How?”’] 


[FBIS Translated Text] Preserving the solvency of banks 
is a key question in civilized banking systems. After all, 
the failure of just a single prominent commercial bank 
exerts enormous psychological pressure on those who use 
banking services. The loss of faith in banks leads to 
withdrawal of funds from them for placement elsewhere, 
and, as a result, bank bankruptcies occur in domino 
fashion. 


These well-known truths must be repeated against the 
background of the persistent warnings of officials and 
independent experts about the de facto bankruptcy of a 
significant number of banks. We cannot allow the 
number to reach a catastrophic level. Even if they are 
late, we need to make efforts to avert this danger. The 
Central Bank took such a step recently, ratifying the 
“Provisional Statute on the Temporary Administration 
for Management of Commercial Banks and Other Credit 
Institutions.” 


With the help of this normative document, the Central 
Bank decided to bridge the gap in the law owing to which 
commercial banks, unlike other legal persons, do not 
have the right to make use of the provisions of the Law 
on Insolvency (Bankruptcy) of Enterprises with respect 
to reorganization, during which, on the decision of an 
arbitration court, debts are “frozen” for a term of up to 
18 months on the condition that active work is pursued 
to restore the enterprise’s financial health. According to 
banking law, a decision to revoke a commercial bank's 
license means it is automatically liquidated. But under 
Article 11 of the Law on Insolvency (Ban*ruptcy), the 
bankruptcy procedure in relation to a bank can be 
initiated in arbitration court only after its license to 
conduct banking operations is revoked. This means that 
the arbitration court is deprived of the possibility of 
choice between reorganization and liquidation, which it 
has when hearing cases of the bankruptcy of nonbanking 
enterprises. 


This “error” in the law did not attract attention for a 
long time, but now the Central Bank initiative should 
greatly mitigate it. If the commercial banks do not 
support this attempt and it fails, the next step may be 
legislatively making banks equivalent to other enter- 
prises by removing from the Law on Insolvency (Bank- 
ruptcy) the special rules for initiating the bankruptcy 
procedure in relation to banks. Then the creditor of any 
bank may not wait for the substar iiated decision of the 
Central Bank concerning the state of affairs in the bank, 
but simply in the space of two weeks begin a lega! review 
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of the bankruptcy case with the consequences for the 
bank’s image that follow from this. Therefore, the above- 
mentioned Central Bank effort should be evaluated at its 
worth. 


According to the Provisional Statute, the goal of the 
temporary administration is to preserve or restore the 
solvency of the bank in the interests of its creditors and 
depositors, as well as stockholders (shareholders), and to 
create a workable control mechanism to eliminate the 
violations uncovered and to take other measures to 
restore the bank's financial health, and the grounds for 
appointment of a temporary administration are as fol- 
lows: 


a) inability of the bank administration to ensure that it 
works in conformity with the requirements of 
existing law; 


b) unsatisfactory financial condition of the bank, which 
cannot be restored to health without the participa- 
tion of a temporary administration; 


c) the existence of differences of opinion among man- 
agement organs of the bank, which are disrupting its 
work; 


d) loss of control of the bank im connection with 
cessation of its activities or change in its manage- 
ment. 


The decision to appoint a temporary administration is 
made by the Bank of Russia on its own initiative or at the 
request of the members of the Board of Directors, 
Council, or stockholders (shareholders) of the corre- 
sponding bank as well as its creditors. A decision to 
appoint a temporary administration made by the Bank 
of Russia is brought to the attention of the indicated 
bank organs and its initiator-creditors for institution of a 
temporary administration within three days. 


The Department of Bank Supervision of the Central 
Bank or a territorial administration (National Bank) of 
the Bank of Russia, which submits these proposals, 
usually gives advance notice in writing to the manage- 
ment and founders of the corresponding bank, including 
the proposec grounds for appointing a temporary 
administration 


If the Bank of Russia has grounds for immediate insti- 
tution of a temporary administration or fears have arisen 
about unscrupulous actions by managers of a commer- 
cial bank, the temporary administration can be insti- 
tuted without advance notice to the managers of the 
commercial bank. 


Fears (especially in the regions) that the introduction of 
a temporary administration without warning opens the 
door to arbitrary local actions in relation to banks have 
some foundation. But this practice also exists in coun- 
tries with developed banking systems. Moreover, the 
actions of the Central Bank can be disputed in court, 
where it is necessary to prove the “existence of grounds 
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for immediate institution of a temporary admunistra- 
tion.” The proof or disproof of “fears of unscrupulous 
actions by the managers of a commercial bank” is more 
difficult, but the practical application of the new norma- 
tive act will put everything in its place. The fact that it 
was precisely a “Provisional” Statute that was adopted is 
very important because right from the beginning the 
possibility of refining these rules based on the first 
results of their application is emphasized. 


Questions arise concerning other points of the new 
document as well. For example, the legal grounds for 
suspending creditor demands by decision of the Council 
of Directors of the RF [Russian Federation] Central 
Bank may be seen by analogy with the law on bank- 
ruptcy, but they will probably remain very vulnerable 
until this question is decided. The provision that the 
temporary bank administration appointed by the Cen- 
tral Bank can make agreements with creditors to delay or 
extend payments, discount debts, and abolish fines looks 
more workable. After all, creditors will have an interest 
in the success of the temporary administration's 
efforts—this gives them a chance to get as much as 
possible from a bank that has failed. 


Development of the draft Provisional Statute 1s an 
example of successful cooperation between the Central 
Bank and the Federal Administration for Cases of Insol- 
vency (Bankruptcy) of Enterprises. Representatives of 
the latter will probably be seen among the members of 
the temporary administrations appointed by the Central 
Bank. Cooperation with foreign experts was well- 
organized and went smoothly. The Englishman Mark 
Homan, one of the leading specialists in bankruptcy and 
a member of the Internationa! Consultative Council for 
Bankruptcy Matters, was in Moscow when the draft was 
being prepared. At his direction (he is one of the direc- 
tors of the Price Waterhouse firm) the Moscow branch of 
the firm translated the text of the draft into English in 
one day, which made it possible to receive a number of 
valuable comments. But this expert review was received 
on the run, in the course of hurried work on the draft. 
The time has come for a careful expert examination of 
the new document, for the difficult work of applying it, 
and it would seem that the moment of truth has arrived 
for the entire system of bank supervision in Russia. 


Draft Laws on Joint-Stock Companies Reviewed 
954F01544 Moscow SEGODNYA in Russiun 20 Oct 94 
p2 


[Article by Aleksandr Bekker: “State Committee on the 
Administration of State Property Wants to Have Done 
With Semimythical Offices”) 


[FBIS Translated Text} The draft law on joint-stock 
companies will balance the interests of shareholders with 
those of managers. 
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Draft laws on joint-stock companies finally made their 
appearance in the fourth year since the start of privati- 
zation in Russia. One of them, prepared by Goskom- 
mushchestvo (GKI) [State Committee on the Adminis- 
tration of State Property}, was introduced yesterday by 
the government in the State Duma and was discussed at 
a session of the Vzaimodeystiviye reform-club, chaired 
by Yegor Gaidar. 


The GKI version underwent analysis by experts in the 
European Economic Community and the cartel agency 
in Germany. At the time, as its elaborators declared, it 1s 
not a “direct transposition” of Western laws. The draft 
pursued the goal of eliminating “blank spots” in the 
existing practice of creating joint-stock companies and 
defending the rights of shareholders and investors in the 
covflict of interests with the company manager, which 
occurs rather frequently. The draft for the first time 
introduces a norm in accordance with which public 
distribution of shares is permitted only after the charter 
capital is paid. In this manner, the opportun:ty of trading 
in quasi-shares of semimythical offices on every street 
corner is eliminated. With this provision, the founders of 
joint-stock companies will have to bear financial respon- 
sibility. The draft law defines the word “share,” which is 
understood to be a share of the charter fund, whereas a 
security is only a share certificate. 


According to Petr Mostovoyy, first deputy chairman of 
GKI—“In preparing the document, we followed the 
general practice, and in that way we are now approaching 
a civilized method of creating laws.” He observed, 
however, that imperfections in the first part of the Civil 
Code, which will be submitted for a third reading at the 
State Duma, will reflect on the law on joint-stock com- 
panies and on securities since their provisions cannot 
contradict articles of the Civil Code. Mr. Mostovoy also 
noted that—“‘Any flaws in the legislation will be revealed 
by life itself, after which changes will be made in it.” As 
far as the content of the draft law worked out by the 
agency is concerned, in it CKI attempted to balance the 
freedom of the manager in economic managing of the 
joint-stock company with the nghts of shareholders in 
the management of the company. For that purpose, the 
competence of the shareholder association, the board of 
directors, and the executive organ of the joint-stock 
company is clearly delineated. 


A mechanism ensuring legal responsibility of the leader- 
ship of a joimt-stock company to the shareholders was 
created in the draft along with protection of shareholders 
against discrimination by managers, particulariy in a 
joint-stock company of the limited type. Provisions of 
the draft ensure what previously did not exist—the nghts 
of shareholders during reorganization of a joint-stock 
company. A mechanism ensuring equality of rights of 
shareholders owning shares of the same type was also 
created for the first time. 


Another segment of norms that are new to Russian 
legislation deal with securing charter capital of the 
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joint-stock company with its assets and real property. 
Provisions of the draft mandate that joint-stock compa- 
nies declare any decrease in charter capital (UF) 
involving any decline in net assets of the company and 
enter appropriate changes in the charter documents. 


An important section of the draft law deals with the 
mechanism of issuing shares. First of all, the concept of 
registering the results produced by the issuance was 
introduced, which makes it possible to avoid differences 
between the size of the UF declared during the issuance 
of shares and the actual UF after their distribution. If 
such distribution took place with a violation of legisla- 
tion, the draft provides for the protection of the rights of 
share buyers. At the same time, there are also points 
guaranteeing the rights of the joint-stock companies as 
well. 


New Approach to Economic Reforms Urged 


954F0159A Moscow NEZAVISIMAYA GAZETA 
in Russian 20 Oct 94 p 2 


{Article by Stepan Sulashkin, State Duma Deputy, 
chairman of the subcommittee on problems of the mili- 
tary-industrial complex, and deputy chairman of the 
Republican Party of the Russian Federation: “How to 
Defend Russian Reforms; the Population may not Sup- 
port the Present Deputies, Governors and President at 
the Next Elections”’) 


[FBIS Translated Text] I am convinced that for Russia 
the length of the transition period of the reforms ought to 
total 15-20 years and the succession of two and even 
three generations at that. The rates of the reforms cannot 
be extreme: no more than 5-10 percent a year. The 
reforms ought to be carried out in a regime of rigorous 
and effective political control of prices, the customs 
process, and structural reorganization. The reforms 
ought to be oriented to internal sources of financing. 


Realistically, there can be several of them: the traditional 
profits of industry and the taxes which fill up the federal 
budget, the private and bank capital that is accumu- 
lating, loans from foreign states, and the population’s 
Savings. 


The systemically-erroneous and ineffective direction of 
the present reforms has engendered a negative mood in 
society and has turned the majority of the people away 
from ideas of the democratic and market reformation of 
society. An undesirable foundation is being laid for the 
reforms to be significantly replaced at the next election 
round and the present policies to receive a vote of no 
confidence. Such negative feedback has definitively 
developed today. It is easy to see that the mood of the 
electorate is far from what the present reformers expect. 


How can one explain that a methodologically erroneous 
systemic economic reform in the country has been 
underway for a long time without changes at the highest 
level despite that fact that the electorate’s support for 
this policy has been exhausted? Suffice it to say that less 
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than 9 percent of the population are now satisfied with 
the course of the economic reforms, that 60 percent 
consider it necessary to substantially modify them, and 
about 10 percent are attached to the idea of terminating 
them. 


It can be established that on the whole the present 
course, which is directed to goals of democratic and 
market reformation that are good for the country, has led 
to the refutation and rejection of the ideas of reforma- 
tion by the majority of the population and, undoubtedly, 
makes the demand for correction of the course of the 
reforms paramount. The great difference of Russia from 
European states in a similar process of reforms does not 
make it possible to use analogous shock methods. 


The structure of the prices and costs of Russian produc- 
tion differ substantially from the world structure. That is 
why the emergence of Russian goods onto the world 
market is hampered essentially and competitiveness on 
the internal market is also highly problematic. 


Finally, it is important to single out the technological 
risks which Russia presents in the course of the eco- 
nomic reforms. Let’s dwell only on the problem of the 
“closed cities,’ which are engaged in the production of 
nuclear weapons and their components as well as of 
goods and supplies for nuclear power engineering. Prac- 
tically all the enterprises of this complex have great 
arrears. In particular, the federal budget debts for the 
first half of 1994 have amounted to: in Tomsk-7—14 
billion rubles; in Krasnoyarsk-26—R 32 billion; Chelyab- 
insk-65—R60 billion; Zlatoust-65—more than R12 bil- 
lion; Arzamas-16—R 10 billion. 


Such economic reform leads certainly to an increase in 
technological risks in terms of the social-psychological 
state of the population in these cities. The level of 
unemployment in them is also high, much higher than 
the average for Russia. 


The psychological state of the population is the most 
important factor in Russia. The traditions of the Soviet 
system cultivated in Soviet man have not prepared him 
for the conditions of a liberalized market economy. His 
mentality presuppossed reliable state protection, even if 
at a minimum level. Now this system has been destroyed 
and a new state, a state of readiness among the people for 
personal and professional responsibility for their own 
fate, has not yet developed. 


This gives rise to the very strong factor of anxiety and a 
negative reaction to and rejection of the ideas of demo- 
cratic and market transformations. One can assume with 
a great deal of probability that this factor will lead in the 
next elections to a revision in the body of deputies 
elected, as well as of the governors and president of the 
country. 


Thus, in summing up, one can make the following 
generalized forecast. 
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ALTERNATIVE No. 1. If the present course of eco- 
nomic reforms being carried out by the will and in the 
name of the president continues unchanged, then it is 
most probable that at the next elections a significant 
anti-reformist restoration will occur. 


A political center combining in itself two wings—a 
social-democratic left and a liberal-reformist right— 
would constitute a positive alternative in this case. 
However, an active stand and the will of Russian leaders 
known to the country and the world are needed for its 
development. If elections don’t take place (and such 
variants are possible if there is an audit of the results of 
the voting for the Constitution and of the elections to the 
Federal Assembly), then elements of dictatorial govern- 
ment in the country and of the unleashing of distracting 
external and internal social and inter-state conflicts and 
the escalation of social tensions and jolts are inevitable. 


ALTERNATIVE No. 2. The present course of reforma- 
tion changes deliberately. The president, the executive 
power, and the government change the fundamental 
budget and credit policy methods and interim orienta- 
tion and adjust the reforms. In this case it is completely 
possible to form a political center of moderate reformers, 
to propose other reform methodologies and to enlist 
support for them in subsequent elections by this means, 
having thus moved the policy to the center but keeping it 
within the framework of democratic and market 
reforms. 


In this case President Boris Yeltsin retains a chance, by 
moving to the center, to prolong his controlling role in 
the reforms and to again obtain the support of the 
population. A union of social and professional forces and 
conflicting interests is realized and gradual demilitariza- 
tion of the country, informal but substantial, is accom- 
plished. The privatization process receives economic 
content, unlike the present when the tens of millions of 
stock-holders created according to the Chubays model 
have essentially not changed the system of production 
management and the motivation of the conduct of the 
managing owner-subjects. This requires, naturally, 
lengthy periods of time and psychological changes in 
each and every Russian. 


Thus, an alternative version of reform presupposes not 
an imitation of reforms but reforms in fact. The danger 
of military-political and technolgical unpredictabilities 
will be significantly smaller in this case. 


We expect that this model for the development of 
reforms will prevail. The processes operating in Tomsk 
Oblast, primarily in the political area in electoral self- 
consciousness, permit us to tbe optimistic. We expect 
that Russia will be able to overcome the threats of the 
first alternative and emerge onto the more effective and 
less dangerous path of reforms set forth in the second 
alternative. 
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Entrepreneur Charged with Bribing Defense 
Ministry Officials 

954E0135A Moscow KOMMERSANT in Russian 
29 Oct 94 p 20 


[Article by Yekaterina Zapodinskaya: “Only the Entre- 
preneur Has Been Arrested in the Case of the Corruption 
of Military Personnel: Generals Are Being Accused of 
Abuses”} 


[FBIS Translated Text] The Tverskoy Rayon Court 
rejected yesterday the complaint from the lawyers for the 
manager of TOO [limited liability partnership] Investa, 
Nikolay Ivanov, about the illegal, in the defense attorneys’ 
opinion, extension of the term of his detention in the 
Butyrskiy SIZO. Ivanov has been charged by the Procu- 
rator General’s Office with giving motor vehicles, plots of 
land, video equipment and money as bribes to high- 
ranking officers of the Minoborony [Ministry of Defense], 
including Air Force Gen. Viktor Yudin, the chief of Rear 
Services of Long-Range Aviation. The bribes were given 
allegedly for helping Investa to obtain imported perfumes 
from military personnel for $4 million, providing it with 
excess profits. The Procurator General’s Office also 
arrested Gen. Yudin himself, but he was released shortly 
afterwards by a court of one of the aviation military units. 


The case of the illegal sale by military personnel, with the 
help of TOO Investa, of six containers of perfumes was, 
at first, an episode of a criminal case instituted on 22 
April 1992 by Procurator General Valentin Stepankov 
personally, based on the fact of abuses by Ministry of 
Defense officials. As an investigation established, in 
1790-1991, high-ranking officers prepared to implement 
a number of contracts with foreign companies, “having 
caused substantial harm to the state by the unfounded 
expenditure of currency assets and the squandering of 
military property.” The Prosecutor General’s Office per- 
ceived in their actions a corpus delicti as stipulated by 
Article 260 of Russia’s Criminal Code (the abuse of 
authority) and Article 78 of the Criminal Code (contra- 
band; in this instance—the movement across a border 
under the guise of military cargo of goods which are the 
property of Ministry of Defense officers). 


Accused in particular of the abuse of authority was Gen. 
Avn. Grigoriy Karakozov. He, as chief of the Ministry of 
Defense's Main Trade Directorate, in 1991-1992, helped 
AO [Joint-Stock Company] Rekont to get into the mili- 
tary trade structures and “to derive unfounded profits.” 
Cited by way of example are deals concluded on 27 
November 1991 and 31 January 1992 on Karakozov’s 
orders by the chief of the trade directorate of the ZGV 
[Western Group of Forces], Fedor Rezapov, with AO 
Rekont for the delivery of poor-quality goods at over- 
stated prices. 


[Boxed material: The Procurator General’s Office had 
instituted Criminal Case No 18/92621-92 regarding the 
abuses of Ministry of Defense officials long before Chief 
State Inspector Yuriy Boldyrev’s report to the president 
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of Russia on the corruption of military leaders had been 
prepared. Nevertheless, the investigation of this case has 
been going on for 2 and a half years now already and its 
end is still not in sight. The procurator’s office explains 
the sluggishness as being due to a shortage of investiga- 
tors, however, it has not been excluded that pressure is 
being exerted on it by high-level officials, one of whom 
also ordered that Gen. Yudin be released. ] 


Another episode of the criminal case also has a bearing 
on Gen. Karakozov. He is accused of selling, on the basis 
of a prior agreement with the chief of Rear Services of 
Long-Range Aviation, Maj. Gen. Yudin, as well as with 
Lt. Col. Rogochiy and Maj. Martynov, a batch of scarce 
imported perfumes for $4 million through commercial 
firms. Six containers of perfumes arrived from Egypt as 
payment for repairs by Russian military personnel of 
MI-8 helicopters. The merchandise was intended for the 
enterprises of VO Aviaeksport [All-Russia foreign trade 
association aviation export}, however, the military per- 
sonnel forwarded it through MP [Small Business Enter- 
prise] Delta (which is, in the investigators’ opinion, a 
dummy firm) to TOO Investa. 


According to the data of the procurator’s office, the 
manager of Investa, Ivanov, after selling the merchan- 
dise, transferred 20 million rubles [R] from the derived 
profits to the military middlemen. Part of the money was 
received, according to the checkbook, by the chief of the 
finances and economics department of Rear Services of 
Long-Range Aviation, Col. Serkov, and his deputy, Lt. 
Col. Belozerov. Another portion of the “compensation” 
(R25 million) was transferred by Investa through the 
firm, Moscow Inter-regional Astrological Center, to the 
account of Military Unit No [FPN] 44807. This money 
was spent by Gen. Yudin and Lt. Col. Rogochiy on 
personal needs, including the acquisition of four motor 
vehicles. 


The Procurator General’s Office arrested Gen. Yudin 
and Lt. Col. Rogochiy, however, they have both cur- 
rently been released from detention. Aleksandr Rogochiy 
was released by the investigators after signing a written 
statement in which he agreed not to leave town because 
he “honestly confessed” to the acts committed. But 
Viktor Yudin was released by a court of one of the 
aviation military units, even though the Procurator 
General’s Office objected to this in its conclusion. In the 
words of one of its associates, “the investigators know 
precisely who ordered the court to release Gen. Yudin.” 
The name of the person who gave the order is not being 
divulged for the time being. 


To date, the only person who has been arrested in this 
case is 49 year-old Nikolay Ivanov, the manager of TOO 
Investa. He himself denies the fact of bribery. According 
to him, in 1992, Rogochiy suggested that he buy the six 
containers of perfumes. He consented to take them to 
sell. They agreed that the military personnel would help 
Investa find buyers for the perfumes, in return for which 
Ivanov would return to them 30 percent of the profits 
from their sale. 
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In Ivanov’s opinion, the Ministry of Defense officers 
really worked for their 30 percent—they provided ware- 
houses for the merchandise and found wholesale buyers. 
Precisely for the amount due the military personnel for 
their intermediation. Ivanov transferred R4.3 million to 
the settlement council of Novo-Podrezkovo for the plots 
of land, which became the property of the Ministry of 
Defense officers (Gen. Yudin also received one plot). 
The accused believes that the payment for the plots 
cannot be classified as a bribe. According to him. he did 
not know either Yudin or Karakozov. However, one of 
the witnesses said that Yudin is the very one to whom 
Ivanov sent the scarce equipment. 


Yesterday, the Tverskoy Rayon Court, after examining 
the complaint about the illegality of Ivanov’s detention, 
submitted by lawyers Vladimir Volkov and Vladimir 
Grebenyuk, rejected it. The court concurred with the 
conclusion of the procurator from the Procurator Gen- 
eral’s Office, Vyacheslav Lebedev, who reported in the 
sitting that Ivanov, if he were at liberty, might hinder the 
investigation of the case. In its ruling, the court 
reminded Ivanov that, from November of 1993 through 
February of 1994, he had hidden from the investigators, 
living under an assumed name in one of the suburban 
Moscow rest homes;. Now, the manager of Investa will 
be detained in the SIZO at least until 31 December—the 
investigation has been extended to this very date. 


[Boxed material follows] 


The manager of TOO Investa, Nikolay Ivanov (he has 
been charged with giving bribes—Article 174, Part 1, of 
Russia’s Criminal Code), is not the only one who has 
been accused in the case of the illegal sale by officers of 
imported perfumes. The chief of Rear Services of Long- 
Range Aviation, Gen. Viktor Yudin, has been accused of 
accepting a bribe on the basis of a prior agreement with 
a group of persons (Article 173, Part 2, of the Criminal 
Code). It is worth noting that Yudin has also been 
charged under Article 218 of the Criminal Code— 
possession of a weapon (when he was arrested, a pistol 
was found on him, which was not a service weapon). 


The procurator’s office also accused the senior officer of 
Rear Services of Long-Range Aviation, Rogochiy, and the 
deputy commander of FPN 13834, Martynov (in hiding 
from the investigators), and the senior officer of the 
General Staff, Korshunov, of accepting bribes (Article 
173, Part 2). As for the former chief of the Ministry of 
Defense’s Main Trade Directorate, Gen. Grigoriy Kara- 
kozov, he has not yet been accused of trading in the 
perfumes. However, he is listed as the accused in the 
mentioned episode involving the introduction of AO 
Rekont into the military trade structure, with which 
contracts extremely disadvantageous for the state were 
concluded. Karakozov has been charged under Article 
260, Paragraph ‘“‘a” of Russia’s Criminal Code—the 
abuse of authority. [End of boxed material] 
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New ‘KOMSOMOLSKAYA PRAVDA’ Editor 
Interviewed 


954F0229A Moscow OBSHCHAYA GAZETA 
in Russian No 43, 28 Oct 94 p 12 


{Interview with Valeriy Petrovich Simonov, editor- 
in-chief of Joint-Stock Company KOMSOMOLSKAYA 
PRAVDA, by Anna Politkovskaya: “The Old Orders 
Have a New Custodian: the 18th Editor-in-Chief of 
KOMSOMOLSKAYA PRAVDA Has Begun Working”’; 
date and place not given] 


{[FBIS Translated Text] Valeriy Simonov has been elected 
to this position by the general stockholders meeting of AO 
[Joint-Stock Company] KOMSOMOLSKAYA 
PRAVDA. In accordance with a long-standing tradition, 
when an editor-in-chief leaves this high position, within 
the hour following the decision on this, he transfers to the 
new editor-in-chief for safekeeping the newspaper's five 
orders (among them, by the way, is Order of Lenin No 1), 
received in various years from the Soviet Government. 
This is what happened this time too. Valeriy Simonov will 
have to safeguard KOMSOMOLKA [KOMSOMOL- 
SKAYA PRAVDA| and its orders for at least 2 years— 
until the next stockholders meeting. 


[Politkovskaya] As a matter of curiosity, who was the 
first politician to congratulate you? 


[Simonov] I do not want to name names, but I will say 
one thing: the right-wing politicians reacted first. | feel 
their energy and orientation. People in the opposition 
react significantly faster. The people in power, however, 
already take it as a given and care little about image. The 
energy with which they came to power has been lost by 
them. Even Nursultan Nazarbayev sent a congratulatory 


telegram. 


[Politovskaya] What page in the history of KOMSO- 
MOLKA do you personally intend to write? 


[Simonov] I am no messiah by nature and I have no 
intention of turning everything inside out. The news- 
paper is facing an evolution and serious corrections, but 
not radical changes and shifts. If I can try to express this 
in naval terminology, the correction will be about 15-20 
degrees and, as far as a ship’s stability goes, this is not 
that much. 


I believe, and we here painfully thrashed out this idea 
together, figuring everything out on paper, that 
KOMSOMOLKA should and can compete in order to 
remain a nationwide mass daily newspaper. Although 
the question also came up as to whether or not we were 
limiting our readership to the inhabitants of just the 
central region, close to Moscow, which, by the way, is 
more advantageous and logical from the standpoint of 
profitability. But now the fluctuations are in the past and 
we will not give up a single region of our traditional 
dissemination without a fight. In striving to keep the 
newspaper where it was previously, we are ready to take 
on the knowingly large financial difficulties with respect 
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to publishing. Today, KP [KOMSOMOLSKAYA 
PRAVDA] has the largest reserve of stability in the 
regions and a system, well established over a 2-year 
period and dynamically developing, of regional partners 
who handle the dissemination of the newspaper locally. 


Recently, KOMSOMOLKA clashed seriously with the 
problem of the loss of its former traditional political 
influence. This is why one of the most immediate tasks is 
to restore it to the newspaper. At one time, we actively 
participated in the race for political influence between 
four to five newspapers. Boris Yeltsin was on the sixth 
floor, and still a disgraced communist, and, having 
become president, he talked on “hotlines” with the 
readers. We saw in this a means for maintaining our 
rating. Now, of course, everything is more complicated. 
First, there are a lot of newspapers. Second, not only 
have the newspapers learned to make use of the politi- 
cians, but the politicians have learned to make use of the 
newspapers. Now there is a lot of slyness and subtleties 
in these mutual relations. 


[Politkovskaya] To be the editor-in-chief of a nationwide 
newspaper, especially now, on the eve of 1996, means to 
join the circle of Russian politicians. Do you feel your- 
self facing a large, personal political leap? 


[Simonov] I still need to do quite a bit of work in order 
to get into Russia's top 100 political figures—entry into 
the circle of the top persons of the political elite is not as 
automatic and simple as it may appear. To be the 
editor-in-chief of KOMSOMOLKA, it seems to me, is 
one of the most interesting things which could happen to 
a person. It does not happen to everyone and it happens 
only once in a lifetime. It is hardly likely that I will ever 
have another chance at this kind of large-scale operation 
and | value it very much. I am starting out in a very 
elated mood: I have the desire to prove to opponents, 
and to myself, that KOMSOMOLKA can exhibit 2 new 
quality of work and courage. 


We now have an acute lack of timeliness. Lately, there 
has been a large number of contradictions in KP with 
respect to this matter. Moscow's entire journalistic world 
knows that events in the editorial office have sometimes 
been of a dramatic nature. Over the last 2 years, just 
three times, the company’s topl-level managers have 
moved out—both the editor-in-chief and the editorial 
staff. This is what is having a direct bearing on creativity. 


[Boxed material follows] 


An OBSHCHAYA GAZETA Dossier. Valeriy Petrovich 
Simonov, 41, was born in Karaganda and graduated 
from the journalism department of Irkutsk University. 
In the seventies and eighties, he worked in Chita. As of 
1981, he was the editor-in-chief of the newspaper 
KOMSOMOLETS ZABAYKALYA and was published 
in KOMSOMOLSKAYA PRAVDA. As of 1984, he was 
on the staff of the TsK VLKSM [Central Committee of 
the All-Union Leninist Communist Youth Union] (the 
press section). As of 1988, he was an assistant and then 
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first assistant editor-in-chief of the newspaper KOMSO- 
MOLSKAYA PRAVDA and chairman of the board of 
AO KOMSOMOLSKAYA PRAVDA. He has a 15- 
year-old son and his wife is a journalist. 


KOMSOMOLSKAYA PRAVDA is in its 70th year of 
publication. The daily weekday circulation is 1,200,000 
copies and the Saturday circulation is 2 million copies. 
There are 200 people on the newspaper’s staff. In 
November of 1992, AQ KOMSOMOLSKAYA 
PRAVDA was formed on the base of the newspaper. 
Long-term plans: the establishment of a KOMSOMOL- 
SKAYA PRAVDA concern. Traditional competitors in 
the newspaper market are IZVESTIYA and TRUD. 
[End of boxed material] 


The new newspapers which have currently emerged in 
the market and are actively developing do not have 
traditions and do not have a habitual way of life. But 
KOMSOMOLKA does and this both helps and hinders 
simultaneously. In professional matters, habit here is 
very strong and it is difficult to change it abruptly and to 
shift to a new style of journalism. On the one hand, we 
are very interesting in seeing that the newspaper's tradi- 
tions—the large feature stories, the deliberativeness, the 
leisureliness, the long search for an image and the depth 
of the writing—are preserved, but, to be frank, at one 
point, there was a danger of being transformed into an 
almanac and we began to yield to the competitors in 
dynamism. But now, it is vitally necessary to be able to 
go after the facts on a timely basis and to comment on 
them succinctly—to operate using the American style of 
journalism. This, I believe, is a necessary condition for a 
modern newspaper. 


KOMSOMOLKA has experienced and is experiencing 
large morale complications in connection with the fact 
that a large group of young people have come here, who 
scurry around, making mistakes, knocking each other 
down along the way and, at times, bringing in unverified 
facts, and they try, right away, this second, to jump onto 
the front page of the outgoing edition. From the view- 
point of KP’s traditional school, this is not what brings 
fame to a newspaper. But, I am convinced that this 
so-called computer journalism, with its energy and dyna- 
mism, is inescapable if we are to participate in the 
information race. Our task consists of making sure 
KOMSOMOLKA’s “golden pens’—its foundation—do 
not feel like outcasts under the new conditions and find 
their own place. And not at all because we are such good 
people that we let everyone live. If you look at the rating 
of our journalists, which we regularly compile based on 
readers’ letters, then, among the top ten, you will see 
Peskov, Golovanov and Kuchkina—those who have 
been working at the paper for a very long time and have 
their own syle. KP needs them even from the standpoint 
of the market. But the “computer kids” are also needed. 


[Politkovskaya] Lately, the newspaper has been 
reproached for “yellow journalism” and for gravitating 
toward trashiness. What do you think about this? 
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[Simonov] KOMSOMOLKA did provide grounds for 
these reproaches. In my opinion, a small amount of 
“*sleeze”’ is also a condition for the survival of a news- 
paper today through circulation and through the adver- 
tiser. We simply need to capture the broadest possible 
circle of readers! If a newspaper is oriented only toward 
the highbrow reader, it is difficult for it to lay claim to 
the role of a mass newspaper. The main thing is not to 
exceed the limits. On the bulletin boards of the WASH- 
INGTON POST, the following was posted at one time: 
“A newspaper reports and disseminates news suitable for 
discussion in polite society.” It sounds a little old- 
fashioned, but I like this rule very much. 


[Politkovskaya] The dissension in KOMSOMOL- 
SKAYA PRAVDA during the editorship of Vladislav 
Fronin, your predecessor in the position of head of KP, 
presented society with the NOVAYA YEZHED- 
NEVNAYA GAZETA, to which by far not the worst part 
of KOMSOMOLKA went to work. Is it possible to 
expect something similar from you? 


[Simonov] I have another idea—rallying around our own 
KP. As for the establishment of NOVAYA YEZHED- 
NEVNAYA GAZETA, indeed, this is a dramatic story in 
our lives. It is not even the fact that there was basically a 
large-scale falling out then between those who stayed and 
those who left. This departure affected the newspaper 
and all those who stayed. A very serious disruption of the 
internal life occurred within KP. The fertile layer of soil 
turned out to be greatly damaged. None of the remaining 
people concealed for even a second the fact that, with the 
departure of the group of co-workers, the newspaper's 
creative potential had been injured substantially. For 2 
years, we have been restoring it. | would note without 
any gloating whatsoever that NEG [NOVAYA 
YEZHEDNEVNAYA GAZETA] also ran into this same 
problem of the inability to make up for losses. Even, 
perhaps, more acutely than those of us who remained on 
the sixth floor. 


[Politkovskaya] Are you counting on your leadership of 
KOMSOMOLKA to bring it a sixth order? 


[Simonov] When, after August of 1991, the proposal 
came down from the presidential structures to decorate 
the journalists who had distinguished themselves and 
saved democracy, a certain awkwardness was felt. It 
seems to me, even now it would be similarly awkward if 
KP were decorated. It is very important to us that we feel 
ourselves to be a newspaper which, on the sharp turns, is 
not trying to orient itself toward the strong. For a 
newspaper which wants to remain with the reader, it is 
currently difficult to count on the benevolent attitude of 
the authorities. It is better to hold onto the readers. If the 
reader trusts you, then you will have a normal material 
base for development. If you back the authorities, then 
you risk quickly finding yourself in trouble: today, he is 
the vice president, but tomorrow he is in Lefortovo 
[prison]. In addition, the magnitude of the figures for 
putting out a newspaper like KOMSOMOLKA is so 
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great that it is impossible to request them from someone 
else—it will not work out. Such money can only be 
earned. 


Draft Law for ‘Joint-Stock Companies’ Examined 


954E0105A Moscow KOMMERSANT-DAILY 
in Russian 22 Oct 94 p 2 


[Article by N. Samoylova: “Two Drafts Become Sides of 
One Coin”’] 


{[FBIS Translated Text] The draft law on joint-stock 
companies introduced by the federal government in par- 
liament last Tuesday was distributed to deputies of the 
State Duma Committee on Property, Privatization, and 
Economic Activity for perusal. Its sudden appearance 
three days ago led to the disruption of a committee session 
in the course of which it was planned to study the draft of 
a law of the same name, which was officially introduced in 
the State Duma earlier by a group of delegates associated 
with GKI [State Committee for the Administration of 
State Property]. 


Appearance of yet another draft law on joint-stock 
companies was a total surprise both to members of the 
committee and to Sergey Burkov, its chairman. The 
disruption in the work of that organ was brought about, 
first of all, as one of the deputies put it, by fear of some 
chicanery by the government and Goskomimushchestvo 
[State Committee for the Administration of State Prop- 
erty]. These apprehensions had certain grounds since a 
little earlier a draft law on securities was introduced in 
the Duma in the name of a group with a very similar 
composition of specialists, which became a competitor 
to the law on the securities market that has been in 
preparation for several months in the Budget and 
Finance Committee (its large working group included 
some GKI personnel as well). Unable to fully realize its 
vision for prospects of the fund market in the parliamen- 
tary draft, Goskommimushchestvo experts reverted to 
an effective move, preparing and sending to the State 
Duma, through “‘their’’ deputies, a draft law that is more 
rigidly oriented toward the protection of government 
interests. 


In the given case, apprehensions proved to be unfounded 
(possibly because elaboration of the draft law on joint- 
stock companies was headed by Deputy Chairman Petr 
Mostovoy, who is less inclined to engage in intrigues). 
The new document to a certain degree proved to be 
simply a worked over version of the one already in 
parliament. The government draft, in the words of 
Sergey Burkov, does not contain any conceptual differ- 
ences from the one introduced earlier, in essence—‘‘It is 
the same text.” Its elaboration has been going on since 
1991 for the purpose of eliminating gaps in existing 
legislation and unifying norms regulating questions con- 
cerning the creation and activity of joint-stock compa- 
nies, established at different times by different laws. 
Until now corporate law, the foundations of which 
consist of drafts of the Civil Code and the law on 


RUSSIA 29 


joint-stock companies, was represented mainly by statu- 
tory instruments (for example, edicts on measures for 
Organization of the securities market in the process of 
privatization of state and municipal enterprises, on 
measures for protecting the rights of shareholders, on the 
protection of the rights of investors, as well as the 
well-known government decree No. 601). 


Existing laws on enterprises and entrepreneurial activity 
and fundamentals of civil legislation of the USSR and 
the republics, however, have grown hopelessly outdated, 
functioning only in their most general form. In effect, the 
new law creates a new system of corporate law in Russia. 
It includes: detailed regulation of procedures involved in 
the creation of joint-stock companies, responsibilities of 
joint-stock companies to their shareholders and other 
participants of the business turnover; norms pertaining 
to the responsibility of officials and administrative 
organs of the joint-stock companies; necessary norms 
ensuring publication of information on the joint-stock 
companies and its availability to all shareholders and 
foreign partners. 


Even though the authors of the draft managed to pre- 
serve continuity of most of the norms in existing legis- 
lation, if the law in the given version is adopted, there 
will be at least two problems. The first one will be 
connected with reregistration of joint-stock companies 
of the limited type (almost all agricultural enterprises are 
joint-stock companies of this type) into joint-stock com- 
panies of the unlimited type, which entails a limitation 
in the number of shareholders to 50. The second one will 
be connected with introduction of the shareholder reg- 
istry: If the joint-stock company has over 1,000 regis- 
tered shareholders, it must turn over the maintenance of 
the register to a specialized organization that has the 
right to engage in such activity in accordance with the 
law. This will, first of all, cause problems for large 
companies with tens of thousands of shareholders. 


It is characteristic of Russian business practice that the 
preparers of the draft focused their attention on ques- 
tions concerning the regulation of charter capital (by the 
way, the very concept of charter capital itself is included 
in far from all legislative systems). In particular, the draft 
contains a rather debatable norm (Article 8) in accor- 
dance with which the size of the charter capital of a 
joint-stock company is rigidly linked to the amount of its 
net assets: If they decrease to a level not exceeding half of 
the paid charter capital, the joint-stock company is 
obliged to either self-liquidate, or decrease the amount of 
charter capital accordingly. Since, in view of world 
experience, such a norm raises certain doubts, it will 
probably become one of the stumbling blocks during 
discussion of the new law in parliament. 


New Norms Introduced by the Draft Law on 
Joint-Stock Companies 


The number of shareholders of a limited company, 
holding its common (voting) shares, cannot exceed 50. 
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When the number of such shareholders exceeds the 
indicated limit, a general shareholders meeting held 
within six months of that event must adopt a decision 
reorganizing the company into an unlimited one, making 
corresponding changes in its charter and ensuring their 
registration. Upon expiration of the indicated deadline, 
the company is subject to liquidation by court procedure 
if such a decision is not adopted and the number of 
holders of voting shares in the company does not 
decrease to the limit indicated above. 


KOMMERSANT-DAILY: At the present time, the 
number of shareholders with voting shares of a joint- 
stock company of the limited type is not restricted by 
legislation. 


The company ensures maintenance of the shareholder 
register with mandatory inclusion of the following data 
in it: full designation (name) of the shareholder; infor- 
mation (location and number of shareholder or legal 
body, passport information and place of residence or 
address of shareholder or legal body); number, category, 
and nominal value of shares in the possession of the 
shareholder; date on which the shareholder acquired the 
shares; documents substantiating the acquisition of the 
right to ownership of the shares (including documents 
confirming transactions with them); other data stipu- 
lated by legislation of the Russian Federation on securi- 
ties (including information on individuals storing the 
shares and transactions with them in the interest of the 
shareholders). Information on its own shares acquired by 
the issuing company is subject to mandatory inclusion in 
the register of its shareholders. 


KOMMERSANT-DAILY: Existing legislation does not 
stipulate mandatory registration of shareholders. 


Provisions of New Labor Code Assessed 


954F0172B Moscow ROSSIYSKIYE VESTI in Russian 
25 Oct 94 p 1 


[Article by Yelena Vasilkova: ‘A Person Has To Protect 
Himself. The New Labor Code Will Help”’] 


[FBIS Translated Text] No matter how good our old 
Code of Laws on Labor was, under today’s conditions it 
often bogs down. How could it be otherwise? Earlier, for 
example, we didn’t have private enterprises did we? For 
that reason, our fine, excellent labor normatives stopped 
working. 


“The situation demanded immediate legislative mea- 
sures to accommodate today’s realities and meet market 
conditions of management,” said first deputy labor 
minister Valeriy Kolosov. 


So staffers of the Russian Federation’s Labor Ministry 
and the Academy of Social Sciences worked for two years 
to draft a new Labor Code. 


Academy Vice President Boris Breyev had this to say: 
“The Labor Code is a set of rules governing the behavior 
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of the employer and the employee, agreed on in advance 
by both sides and mutually binding. Both the employer 
and the employee bear liability for violating any rules. 


The drafters’ chief concern is to make it possible for the 
person to protect himself. For example, against unjusti- 
fied firing. 


The draft Labor Code calls for both pre-court and court 
procedures of examining labor disputes. The chapter 
titled “Individual Labor Disputes” consists of several 
articles which lay out in detail the nature of bodies of 
pre-court review of labor dispuies and the timeframe in 
which a worker can appeal to them, and which labor 
issues the court decides. 


The draft of the new Labor Code is generally written in 
simple, human language which anyone can understand. 
Probably every home ought to have a copy. Persons 
using it can find out about the labor rights and obliga- 
tions of both the worker and the employer, labor con- 
tracts, pay and labor discipline, guarantees and compen- 
sation (including for women), labor protection, work 
times and rest times. The Code stipulates, for example, 
that our holidays now are | and 2 January, 7 January, 8 
March, | and 2 May, 9 May, 12 June, 7 November, and 
12 December. 


One of the basic differences between the Labor Code and 
the Code of Laws on Labor is that the employer is 
obliged to provide professional training and upgrading 
of workers’ qualifications, and, when necessary, training 
them in a new profession directly on the job or in 
vocational educationa! institutions in accordance with 
the enterprise’s social plan, but at least once every five 
years. 


“This will make the employer think about cadres,” 
Valeriy Kolosov remarked. 


This also serves to solve the problem of youth unemploy- 
ment. 


The Labor Code also protects persons who do not get 
paid. This problem is of concern to many now. Article 88 
reads: A worker has the right to stop working if his pay 
has been held back more than 10 days from the end of 
the month for which he should have been paid, with 
compensation for the time spent not working which was 
not the worker’s fault. 


The new Labor Code will make it possible to create an 
independent labor justice system. 


The draft Code also calls for state measures designed to 
prevent hidden unemployment from taking overt forms. 
The draft Labor Code distinguishes between the min- 
imum wage and an enterprise’s minimum rate. As a 
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social norm, the minimum wage is set by federal law all 
over Russia and is used as a measure of protection in 
regard to minimum allowable levels of pay. When setting 
a minimum rate (salary), the employer must set it at a 
higher level. 


It is planned that the new Labor Code will go into effect 
from 1 July 1995, after the Russian Federation’s govern- 
ment submits proposals to the State Duma of the Federal 
Assembly of the Russian Federation on bringing the laws 
of the Russian Federation into line with the new Labor 
Code. 


Zhores Medvedev on Oil ‘Crisis’ 


954E0128A Moscow VOPROSY EKONOMIKI 
in Russian No 9, Sep 94 pp 62-69 


[Article by Zhores Medvedev: “Russia’s Oil: Crisis or 
Death Throes?’’] 


[FBIS Translated Text] The Soviet Union reached its 
maximum level of oil extraction at 624 million tonnes in 
1987, but managed to hold there for only 2 years. That 
was an enormous achievement. The United States of 
America and Saudi Arabia, which were second and third 
in the world in terms of oil production, were far behind. 
Only together was their production in 1988 (the United 
States—403 million tonnes or 2.9 billion barrels,* (*One 
barrel equals 159 liters of oil or an average of 139 
kilograms] and Saudi Arabia—1.7 billion barrels a year) 
comparable to Soviet production, which was in addition 
done in substantially more complicated geographic and 
geological conditions and involved transporting the oil 
produced many thousands of kilometers. However, as 
recently as 1960 the Soviet Union was behind Venezuela 
in oil extraction. Within the borders of the USSR, the 
Russian Federation was also the world leader. In 1988 it 
accounted for 569 million tonnes of oil produced, while 
all the other republics accounted for only 55 million 
tonnes. However, the level began to drop in 1989, and 
specifically in Russia rather than in the other republics. 
In 1990 Russia produced 516 million tonnes of oil, in 
1991—462 million tonnes, in 1992—only 398 million 
tonnes, and in 1993 oil extraction declined to 354 
million tonnes. Only optimists predict 300 million 
tonnes in extraction in 1994, although the preliminary 
plan is calculated at 327 million tonnes. 


While producing less and less oil since the start of the 
economic reform, Russia is increasingly throwing crude 
oil and products refined from it on to the world market 
for sale, thereby causing a sharp drop in world prices for 
oil. In 1992 Russian exporters sold about 25 percent of 
all the domestic oil produced on the world market. In 
1993, with rapidly falling prices, almost 35 percent of all 
the domestic oil and petroleum products were sold, 
although the price for oil fell to a record low—13.50 U.S. 
dollars per barrel. Taking inflation into account, this was 
close to the level of the record drop in prices for oil to 2 
dollars a barrel in 1972, which, incidentally, was also the 
result of large-scale sale of the same Soviet oil on the 
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world market begun by N. Khrushchev and known in 
Western literature as the “Soviet economic offensive.” 
On this subject one of the American senators noted, 
— has obviously decided to drown us in a sea 
of oil.” 


Soviet Aid to Western Economies 


Even now Western Sovietologists and economists cannot 
understand why the Soviet Union began to sell crude oil 
on the world market on a large scale at dumping prices in 
1958. Before 1956 the USSR was supplying oil to its 
allies in Eastern Europe and sold oil and petroleum 
products to India at preferential prices. The world 
market was receiving relatively cheap oil from the coun- 
tries of the Near East, Venezuela, and certain other 
countries, while both the production and the sale of this 
oil were controlled largely by American and British oil 
companies. Prices for oil were at about 3 dollars a barrel, 
which made it unprofitable to use it or petroleum prod- 
ucts to produce electricity. Coal was used to generate a 
large part of the electricity in both Western Europe and 
in Japan. 


In the Soviet Union, oil production dropped during this 
period on the Apsheron Peninsula around Baku and in 
the region of Groznyy. Only 16.5 million tonnes of oil 
were extracted in Azerbaijan in 1958, which was lower 
than the 1940 level, while 12 million tonnes were 
extracted in the Northern Caucasus. The Volga-Ural 
Basin, where 73.8 million tonnes of oil were extracted, 
became the main oil producer. Together with other 
deposits (in Turkmenia, Kazakhstan, Sakhalin, Galicia, 
and Ukhta), oil production was at a fairly modest level— 
113.2 million tonnes.” 


Until 1958, the Soviet Union was able to sell only a very 
small amount of oil on the world market for dollars, 
which did not affect market conditions at all. Supplies of 
Soviet oil on the world market suddenly rose sharply in 
1958, while in the ports of the Black Sea which had oil 
terminals (Batumi, Novorossiysk, and Tuapse), it was 
suggested that foreign tankers fill up with oil at the 
fantastically low price of a dollar a barrel. This immedi- 
ately started a “price war.” At first Western companies 
were opposed to the lower prices, but in 1959, after the 
British and then even the state company British Petro- 
leum also lowered prices (at first only by 7 percent), oil 
prices began to drop. The Soviet Union continued the 
practice of lowering oil prices, and world prices for oil 
dropped systematically until September 1973, falling by 
almost half if adjustments are made for inflation (one 
1959 dollar was roughly equal to two 1973 dollars). The 
15 years of very cheap oil transformed Western econo- 
mies, supporting their extremely rapid development. 
The German and Japanese “economic miracles,” that is 
to say, the 9-11 percent annual rise in production, are 
directly related to cheap energy. Oil was used to produce 
only 7 percent of Japun’s electricity in 1955. In 1969 oil 
satisfied 70 percent of Japan’s energy needs. Oil became 
cheaper than coal, and home heating both in Europe and 
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in the United States switched from coal to crude oil. 
Even in such traditional coal countries as Germany and 
Great Britain, power plants converted from coal to oil. 


No one as yet can answer the question of why Khrush- 
chev began and Brezhnev continued the policy of delib- 
erately lowering prices for oil on the world market, when 
it was clearly detrimental to their own interests. It is 
always more profitable for a raw material producer to 
sell less and at a higher price than more and at a lower 
one, especially as applied to nonrenewable resources. 
One of the most probable theories is that the-then friend 
of both Khrushchev and Brezhnev, the Egyptian presi- 
dent Gamal Abdel Nasser, was trying to convince the 
Soviet leaders to lower world prices for oil in order to 
ruin the Saudi kings and the other Arab emirs and sheiks, 
as well as the Iranian shah, by stimulating revolutionary 
processes in these countries. Nasser wanted to become 
the leader of all Arabs and even all Muslims. To a certain 
extent, this policy was successful and led to the over- 
throw of the monarchy in Iraq (1958) and in Libya 
(1969) and to the establishment of an Arab variant of 
socialism similar to the Egyptian one in these countries. 


Siberia’s Oil 


Prices for oil on the world market rose sharply, as 
everyone knows, in October 1973 when as a result of the 
new Arab-Israeli war, the Arab countries declared an 
embargo on the sale of oil to the United States and other 
Western countries which were supporting Israel. The 
well-known “‘oil crisis” occurred, and in | year the cost 
of one barrel of oil reached 10 dollars. Although the 
embargo was soon lifted, prices for oil continued to rise. 
This was in part related to the fact that during the period 
when the embargo was in effect, demand for Soviet oil 
increased, and the Soviet leaders, receiving billions of 
petrodollars, finally appreciated the advantages of high 
prices on the world market for resources sold by the 
Soviet Union. By 1974, Western Siberia was already the 
main center of oil production in the USSR. From there, 
from Tyumen Oblast, the oil went through the oil 
pipelines to the east, to be refined in Omsk, Pavlodar, 
and Angarsk, and to the wcst, to the European part of the 
USSR and to Eastern Europe. The port of Ventspils in 
Latvia became the main Western terminal for shipping 
oil in tankers for sale in Western Europe. Oil production 
in the USSR in 1974 was already very high, reaching 458 
million tonnes. That was slightly more than enough for 
all domestic needs, plus for supplying oil to the CEMA 
countries. There were no longer possibilities of building 
up production in the Volga-Ural Basin. Extraction in this 
region reached a peak of 219 million tonnes in 1973 and 
then began to decline. Western Siberia was the last 
region of relatively cheap Soviet oil. It was irrational to 
produce more than 200 million tonnes of oil in Tyumen 
Ohlast (the limit reached in 1975), since the Soviet 
Union, which by that time was the world leader in oil 
production, was in third place in terms of proven oil 
reserves. The largest known reserves of oil, which were 
double the amount of Soviet reserves, were in Saudi 
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Arabia. Then came little Kuwait, which had about 12 
billion tonnes of oil in reserve and was in no hurry to use 
it up. In the USSR, 9 billion tonnes had been proven, 
and since about 1978 the yearly increase in proven 
reserves was less than the annual extraction. Conse- 
quently, on the graph of international energy statistics 
showing the number of years before reserves would be 
exhausted at the extraction level of the given year, the 
figure for the USSR was 20, while for Kuwait it was 202 
years. 


The Soviet leaders, however, took the route of continued 
higher oil production in Western Siberia, doing enor- 
mous damage to this region’s natural wealth. In 1988 oil 
production in Tyumen Oblast reached a maximum of 
394 million tonnes, which was 63 percent of the total 
Soviet and 69 percent of Russian oil. But then despite 
the government's expectations and in accordance with 
the laws of geology, oil extraction began to decline. In the 
last year of the USSR’s existence, oil extraction in 
Tyumen fell to 318 million tonnes, and it continued to 
drop in 1992 and in 1993. The positive side of this trend 
was, of course, the longer period of time which the 
proven oil reserves would last. It was precisely in 1984- 
1989 that they declined very rapidly in the USSR, since 
extraction exceeded exploratory drilling many times 
over. During the period of “expensive” oil (1974-1983), 
exploration of oil reserves was conducted very inten- 
sively in many countries. In 1990 the USSR was already 
seventh in the world in terms of proven reserves. Besides 
Saudi Arabia and Kuwait, Iraq, Iran, the Arab Emirates, 
and Venezuela surpassed it. The predicted period of use 
of Soviet oil reserves fell from 20 to 13 years. 


Optimists usually pointed out that the enormous spaces 
of Eastern Siberia and the Far East, including Kam- 
chatka and Chukotka, had not yet been explored. Pessi- 
mists, however, noted that the mountainous terrain of 
these regions and their geological history did not provide 
much hope for oil, and laying oil pipelines along the 
mountains was too difficult. Oil develops over the course 
of millions of years from organic deposits and extinct 
algae on the bottom of ancient lakes, seas, and oceans. 
That is the reason that the richest deposits of oil are 
found on plains which at some point were immersed in 
water, or near existing seas and at the bottom of seas and 
oceans. Oil reserves on the Earth are roughly 500-600 
times less than the reserves of coal, whose source is 
deposits of surface vegetation. Exploring for oil 
involving deep drilling, often from offshore platforms, is 
extremely expensive work. Consequently, the volume of 
exploratory work in the world rises as oil prices rise and 
inevitably falls when they decline. After oil prices 
dropped in 1986 from 31 to 10 dollars a barrel, oil 
exploration declined to less than one-tenth its former 
level. So to expect that Western companies will spend 
billions of dollars on exploratory drilling in Eastern 
Siberia or in the Far East given super cheap oil on the 
world market would be extremely naive. 
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CIS Oil 


The dissolution of the USSR into 15 politically indepen- 
dent states left them with the heritage of an economy 
with unified energy and transport systems. Each republic 
to one degree or another depended on the others, but the 
dependence of all the other republics on supplies of 
Russian oil and gas was the greatest. The sharp drop in 
oil extraction in Russia had a serious effect on the 
economy of not only Russia itself, but also on the 
economies of its partners in the former Union. Political 
and military conflicts because of oil are a common 
occurrence in the history of the 20th century. One can 
hardly doubt that Chechnya’s decision to separate from 
Russia was the result of its intention to take the oil 
reserves in the region of Groznyy under its own control. 
For Russia Groznyy was not an important source of oil 
by 1991, but for tiny Chechnya with a population of less 
than a million people, oil was riches, especially since the 
oil refineries were located in Groznyy itself. Five 
deposits were being exploited in Chechnya, and from 
1955 through 1965 oil extraction increased from 2.1 
million to 9 million tonnes, and after that began to 
decline. It is difficult to say what oil extraction is like in 
1994, but undoubtedly many wells can be revived using 
the newest technologies. It is not clear whether Chechnya 
will be able to preserve even its economic independence, 
but in practice it is precisely Chechnya which potentially 
may produce the maximum amount of oil per inhabitant 
of the republic. 


But while Chechnya is in the best position, Armenia is in 
the worst. Armenia does not have its own deposits of oil 
or gas, and all liquid fuel supply channels have been 
virtually cut off, and obviously for a long time. It is 
possible that it is for that very reason that Armenia’s war 
with Azerbaijan over Nagorno-Karabakh got so des- 
perate though hopeless. There is oil in the flat north- 
western part of Nagorno-Karabakh in the valley of the 
Terter River, a tributary of the Kura, and since the 
1950s, oil has been extracted in Mir-Bashir on the 
Azerbaijani part of the border of Nagorno-Karabakh 
only a few kilometers from Leninovan. 


Of all the members of the CIS, the highest level of oil 
extraction was in Kazakhstan, and a systematic rise in 
extraction has been observed there—from 2 million 
tonnes in 1965 to 22.8 million tonnes in 1985 and 26.6 
million tonnes in 1991.° Oil extraction in Kazakhstan is 
concentrated in the Caspian Basin region. Deposits are 
located in the valley of the Ural River and on the 
Mangyshlak peninsula. Inasmuch as exploitation of 
these deposits began only recently, it is certain that 
Kazakhstan will increase extraction and become an oil 
exporter. On the opposite shore of the Caspian Sea are 
the deposits around Baku, which were very famous in the 
past. At the end of the past century and the beginning of 
the present one, Baku was the world’s oil capital. In 1901 
Russia was the largest producer of oil and petroleum 
products in the world (11.5 million tonnes a year) 
specifically thanks to Baku, supplying its own needs 
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completely as well as 50 percent of world needs for 
kerosene for lamps, kerosene stoves, and primus stoves. 
Azerbaijan reached a peak of 22 million tonnes of oil 
extracted in 1965. But even after such a long period of 
extraction which has lasted 150 years, this region still has 
significant reserves and potential for regeneration of old 
wells and extraction from the bottom of the Caspian Sea. 
Azerbaijan will undoubtedly become an exporter of oil 
and petroleum products. Large oil refineries are also 
concentrated here, and around 50 percent of the equip- 
ment for drilling wells is produced here. Azeri workers 
and petroleum engineers played a large role in devel- 
oping Siberian oil. After the dissolution of the USSR, a 
serious shortage of qualified workers for the Russian oil 
extraction industry emerged when thousands of Azeri oil 
workers returned to the homeland from Siberia. 


Turkmenistan was the third potential exporter of oil in 
the former USSR. In 1991 there were 5.4 million tonnes 
of oil extracted here from seven fairly rich deposits 
located on the shores of the Caspian Sea. Uzbekistan 
extracted about 2.5 million tonnes of oil from deposits in 
the Fergana Valley in 1991. Small oil fields from this 
oil-bearing zone extend into Kirghizia and Tajikistan. In 
the future all this middle Central Asian region will 
obviously not depend on Russian oil, since the extrac- 
tion of oil here can apparently be brought up to 50 
million tonnes a year. It is here that Western investments 
will go first. 


Ukraine is in a significantly worse position; Ukraine's 
own oil extraction supplies only about 10 percent of the 
needs and comes from the already depleted deposits in 
Galicia and northwest of Poltava. Ukraine reached the 
peak of extraction, 14 million tonnes, in 1973. In 1991 
there were 4.9 million tonnes of oil extracted in Ukraine. 
Ukraine used to receive about 50 million tonnes of oil 
and petroleum products from the other republics 
through centralized channels. Belorussia has modest 
deposits of oi! in Gomel Oblast with extraction at the 
level of 2.1 million tonnes in 1991 (10 percent of needs). 


So Armenia, Georgia, and Moldavia, which do not have 
their own oil deposits, are in the worst position in the 
CIS. There is also no oil in the Baltic Region. But these 
countries receive a certain amount of oil and petroleum 
products as payment for the oil pipelines passing through 
their territory from Russia, or in the case of Georgia, 
from Azerbaijan. The illegal “extraction” of oil and 
petroleum products directly from oil pipelines began in 
1992-1993 with the general shortage of liquid fuel. 
Pumping of diesel fuel from the pipeline which connects 
Baku with the port of Batumi is especially common. 
According to some press reports, there have been about 
1,000 holes drilled in this pipeline and in this way about 
60,000 tonnes of diesel fuel a year are stolen. The 
gasoline pipeline between Groznyy and Budennovsk is 
no longer in operation because of gasoline theft. 
Recently even the main oil pipeline which goes across 
Belorussia’s territory has begun to be drilled.‘ 








This report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners. 














34 RUSSIA 


The Export of Oil 


The Soviet Union was extremely wasteful in exporting 
oil and petroleum products. The maximum level of 
exports was reached in 1988 when 144 million tonnes of 
crude oil and 61 million tonnes of petroleum products 
were sold abroad.° Inasmuch as about 70 million tonnes 
of oil have to be used to obtain this quantity of petro- 
leum products, this meant overall exports of 214 million 
tonnes of oil, which made the USSR the largest exporter 
of oil in the world. Saudi Arabia sold 198 million tonnes 
of oil in 1988. More than one-half of the oil and 
petroleum products sold by the USSR went to the CEMA 
countries, which often resold it later to other countries to 
obtain hard currency. For example, in the last year of its 
existence (1989), the GDR received 21 million tonnes of 
crude oil and about 3 million tonnes of petroleum 
products from the USSR at preferential ruble prices, and 
that made this country with a population of 16 million 
people the leader in Europe in terms of oil consumption 
per capita. Soviet oil also went to India, Yugoslavia, 
Ethiopia, Afghanistan, and many other countries at 
preferential prices. Only in 1991 when an acute shortage 
of liquid fuel appeared in the USSR itself was trade in oil 
with all countries transferred to settlement of accounts in 
dollars at world prices. But by this time, prices for oil 
were already very low. 


There were 56.5 million tonnes of oil and 35 million 
tonnes of petroleum products exported directly from 
Russia to the world market in 1991, and 7.2 billion and 
5.0 billion dollars, respectively, were received for them. 
In 1992 with declining production, now independent 
Russia exported 66 million tonnes of oil and 27 million 
tonnes of petroleum products and received 8.5 billion 
dollars for the oil and 4.7 billion dollars for the petro- 
leum products.® Along with this, deliveries of oil and 
petroleum products from Russia to the republics of the 
former USSR, which were 115 million tonnes and 28 
million tonnes, respectively, in 1991, declined by almost 
40 percent in 1992. In 1993 the structure of exports 
changed even more. Only 52 million tonnes of oil were 
sold to the countries of the near abroad on credit or for 
rubles. At the same time, however, 78 million tonnes of 
oil and 35 million tonnes of petroleum products were 
sold on the world market (including the former CEMA 
countries).’ Oil exports to the near abroad totaled 15 
percent of oil extraction, while exports to the far abroad 
totaled almost 35 percent of all oil extraction and petro- 
leum products production in Russia. This left no more 
than 180 million tonnes of oil to Russia itself for its 
domestic needs. Such a high level of exports was cer- 
tainly wasteful, especially since prices for oil on the 
world market in 1993 fell—from 19 dollars a barrel in 
January to 13.5 dollars a barrel in December. Thanks to 
the virtual dumping sale of oil, Russia had a sharply 
positive foreign trade balance in 1993—about 20 billion 
dollars. However, judging from the enormous difficulties 
in paying interest on old foreign debts, billions of petro- 
dollars did not go directly into the state coffers. 
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Other oil exporters believed that in conditions of a sharp 
drop in the extraction of oil in Russia, oil exports would 
also decline. That would make it possible to stabilize 
world prices and raise them to 20-21 dollars a barrel. But 
Russia again destabilized prices both to its own detri- 
ment and to others’. In 1992-1993, however, this 
occurred not for political reasons but because of the 
general anarchy in trade in energy media in Russia, as 
well as the result of the artificial and economically 
unjustified disparity between the purchasing power of 
the ruble and the dollar, which made any, even dumping 
exports for dollars to the detriment of the national 
Russian economy profitable for merchants. And that 
served as the reason for excessive exports of other 
traditional Russian raw material resources too: gas, 
nonferrous metals, and the like. 


The Price Paradox: Consume at a Loss, or Export and 
Cause Harm 


Oil deposits in Alaska were discovered more than 50 
years ago. But the oil pipeline | 247 kilometers long from 
the deposits to the southern coast of Alaska began to be 
built only after the oil crisis in 1973, when higher prices 
for oil made this project commercially advantageous. Oil 
pipelines 3,500 kilometers long were built from Tyumen 
to Eastern Europe (or Latvia) with hundreds of pumping 
plants which pump oil to the West and consume, appar- 
ently, more than 20 »ercent of the potential energy. The 
length of the oil pipeline from Tyumen Oblast to the port 
of Nakhodka in the Far East must be 4,440 kilometers. 
With such enormous distances, the sale of oil on the 
world market at 14 dollars a barrel is economically 
unjustified, especially now when there are no longer 
gushers and the prime cost of extraction itself has risen 
sharply. The illusory “profitability” of this trade exists 
only as a result of the artificially lowered exchange rate 
of the ruble in relation to the dollar and to other foreign 
currencies. It is difficult for one tonne of oil sold at this 
price for dollars to pay for even one 7-hour day of an 
average American worker who receives a minimum wage 
of 14 dollars an hour. But this same tonne sold in Russia 
itself at the current exchange price of 70,000 rubles [R] 
pays for a month’s wages of a Russian worker with the 
same skills. A tonne of diesel fuel provides for the 
plowing of 1,000 hectares of land. However, the dis- 
parity in purchasing power of the ruble and the dollar, 
which is obvious even now, was much greater in 1992 
and especially large in 1991 when after foreign trade had 
been liberalized, the difficult-to-control sale of oil from 
Russia, called “barbaric” in the West, began. 


The modern market economy emerged relatively 
recently. Since the start of the past century and until the 
last world war, the development of capitalism was sim- 
ilar to the creation of empires, that is to say, autarkic 
systems of production whereby every main developed 
Capitalist country tried to create its own economic region 
for obtaining cheap raw material resources and selling 
industrial output. Russia was one of those systems, and 
the Soviet Union for a number of reasons traveled this 
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route, supplying a large part of its needs with its own raw 
materials and production. An autarkic economy also 
establishes its own system of prices and priorities. 
Energy production and transport have always been and 
will always be priorities for the USSR because of the 
harsh climate and the enormous distances. And energy 
consumption is collective when necessary. The cost of 
thermal energy for the population must always be subsi- 
dized in Russia. At the present time and in the foresee- 
able future, it is impossible to introduce market mecha- 
nisms into the system for heating Siberian cities. Energy 
media were cheap here as a result of these features of 
Russia; however, even with low prices production of oil 
specifically was always profitable, since production of 
coal was unprofitable. Expenditures of labor per tonne of 
oil were lower than those per tonne of coal. The USSR oil 
industry brought income into the budget even with 
domestic prices at R30 a tonne. 


Starting in early January 1992, the government decided 
to control prices for oil and other energy media. The new 
price for oil was set at R350 per tonne. With the 
exchange rate of the dollar at 1:110, the new price for oil 
meant only about 3 dollars per tonne, which was one- 
fiftieth the world price. Naturally, as a result of this 
disproportion, active smuggling of oil and petroleum 
products outside the borders of the CIS began, which was 
made easier because Russia did not have any protected 
borders. The country proved to be open to economic 
plunder, which the merchants from the Baltic Region, 
Poland, Ukraine, and other countries quickly took 
advantage of. With such profit norms, commerce 
becomes uncontrollable. It was precisely through exports 
of oil and petroleum products and bribes for obtaining 
licenses that in 1992 large hard currency and ruble 
fortunes were made, that is to say, in economists’ termi- 
nology, “the initial accumulation of capital.” 


On 18 May 1992, President B. Yeltsin signed a decree 
introducing new prices for oil at R1,800-R2,200 per 
tonne. Inasmuch as the exchange rate of the dollar to the 
ruble was stable in the first half of 1992, having reached 
the ratio of 1:120 by June, the new price of oil was 18 
dollars a tonne. This undoubtedly reduced the number of 
small speculators who, for example, took gasoline in 
tanks or drums to Poland or the Baltic Region. Large- 
scale speculators, who sent gasoline in tank trucks along 
rural roads in Estonia or used caravans of barges pulled 
by tugboats to ship diesel fuel on the Danube to Serbia, 
which was blockaded in accordance with the embargo 
introduced by the United Nations, continued their prof- 
itable business. More than 30 percent of the liquid fuel 
supplied to Ukraine by Russia was exported from 
Ukraine to other countries. 


By the end of 1992, Russia began to sell about half of all 
the oil resources through commodity exchanges and at 
free prices. But domestic consumers, for example, rereg- 
istered or renamed kolkhozes and sovkhozes, could not 
pay “world” prices, especially since the devaluation of 
the ruble in relation to the dollar had again begun. In 
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December 1992, prices for oil varied at the exchange 
from R8,000 to R16,000, and for gasoline—from 
R24,000 to R36,000 per tonne. In dollars prices for oil 
thereby rose to 20-40 dollars a tonne, which undoubtedly 
reduced the number of small exporters even more. At the 
same time, however, the sale of oil within Russia also 
declined, since “its” consumers did not have the money. 
The time of major exporters came in 1993, since by the 
end of the year the dollar price on the world market had 
fallen from the initial 137 dollars a tonne to 100 dollars 
a tonne, while the exchange price of oil in rubles per 
tonne approached R60,000. The resale of oil and accord- 
ingly gasoline and other petroleum products provided 
only 100 percent profit. The “barbaric” market came to 
a natural end. Dumping of tens of millions of tonnes of 
oil reduced world prices, stimulating development of the 
Western economy, but it created an acute shortage of 
petroleum products in Russia and in other CIS countnes, 
damaging domestic industry. Consumers’ debts to oil 
workers avalanched, reaching trillions of rubles. The 
introduction of “world” pnces for oil only slightly 
delayed the inevitable end of the growth in exports and 
leveling of domestic and world prices whereby owners of 
cars would pay more for gasoline in Russia than in the 
United States. At the start of 1994, gasoline licensed for 
export was already being sold in Moscow at R300,000- 
R350,000 a tonne, that is to say, at 200-220 dollars, 
which was equal to the American wholesale price for that 
same product. In retail trade, Americans paid one dollar 
a gallon, that is 3.785 liters, at gas stations at the end of 
1993. 


For Russia, depriving domestic producers of cheap 
liquid fuel is the route to economic suicide. At the same 
time, however, the export of almost half the domestic 
production of oil and petroleum products to the West 
and to other countries at super low prices will be unable 
to compensate (providing resources for imports) for the 
losses of our own production. In order to resolve the 
crisis, Russia needs high prices for its exported raw 
materials and low prices for liquid fuel for domestic 
producers. After making oil their main export com- 
modity, the leaders of the former USSR made a fatal 
economic mistake which the radical reformers could not 
and did not even want to correct. The reserves of oil 
which Russia has began to be formed in the earth's core 
more than 570 million years ago. It is not difficult to 
exhaust this wealth, but should we be in a hurry? 
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Fuel, Energy Industry Reform Problems Viewed 


954F0166.4 Moscow NEZAVISIMAYA GAZETA 
in Russian 21 Oct 94 pp 1, 3 


[Article by Aleksandr Arbatov, professor: “Oil and the 
Transition Period”’] 


[FBIS Translated Text} Encouraging tendencies have 
been seen in the Russian oil and gas complex in the past 


year. 


The fuel and energy complex of the former USSR, much 
of which Russian inherited, was created by the whole 
society, and largely at the society's expense, to serve an 
energy-devouring militarized economy. Now the time 
has come to reform it and bring it into conformity with 
the actual needs of a society pursuing other socioeco- 
nomic goals. This is occurring at a time of difficult 
transition, a period when the economic relations and 
mentality of the earlier economic order have not been 
surmounted, and many of the important features 
inherent in the market economy have not developed yet. 
This situation requires extremely careful and precise 
government regulation, particularly in a sphere where 
economic problems are closely interwoven with political 
problems. This is particularly true of the oil complex. 


For a long time the dependence of policy on oil has been 
one of the main factors in the global mechanism deter- 
mining the future of countries and peoples in the world 
community of the 20th century. Oil is still irreplaceable 
as a source of liquid motor fuel and a valuable raw 
material in the chemical industry. The scales of oil 
consumption are vast, but the supply is limited and is 
distributed unevenly. The possession of oil has always 
been an effective means of attaining economic and 
sociopolitical goals. 


Oil has also played a special role in our country’s history, 
especially in recent decades. Whereas the global energy 
crisis of the 1970s eventually turned out to be a strong 
catalyst for structural economic change in most of the 
industrially developed countries, the result in the USSR 
was the direct opposite. Exports of oil allowed the 
authoritarian regime to terminate the economic reform 
that had begun in 1965 and to sustain itself for a long 
time. We are still feeling the painful political and eco- 
nomic effects of this. 


Today the Russian economy is in a state of severe crisis 
and is suffering from a critical shortage of sizable invest- 
ments. In essence, the oil and gas complex is the only 
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Russian sector securing large and stable foreign currency 
receipts from exports. Besides this, it is precisely the fuel 
and energy complex that is the most appealing sector to 
major Western investors. That is why it seems com- 
pletely natural and indisputable that the fuel and energy 
complex can and should be the main link of the chain 
pulling the Russian economy up to the level this great 
state deserves. 


The Russian fuel and energy complex in general and the 
oil and gas complex in particular cannot develop in 
isolation from the world oil trade, although it did for 
many years. We centralized the management of the oil 
and gas complex to the maximum, nurturing it exclu- 
sively with “free” state investments. The prices of energy 
resources were so low that any kind of self-funding would 
have been out of the question. This created an energy- 
squandering economy and eliminated all economic 
incentives for the strategy of energy self-sufficiency in all 
fields. That is why the Ministry of Fuel and Energy, 
which has united all of the fuel branches for the first time 
since the 1930s, has had to face a group of extremely 
serious problems connected not only with the reform of 
these branches, but also with the reform of the whole 
energy supply network. In the past year the Ministry of 
Fuel and Energy has been working on the dramatic 
decentralization of the oil industry, encouraging the 
establishment of vertically integrated oil companies with 
a view to the experience of the largest transnational oil 
companies. After all, these entities, with their strategy 
geared to the final consumer, have been demonstrating 
their viability for decades. 


One of the positive, and somewhat unexpected, results of 
the activities of the ministry and of the economic work it 
is conducting was the balance it achieved between the 
lower level of production and effective demand and the 
relatively low domestic prices of petroleum products and 
crude oil, which have promoted exports. 


Our oil companies have entered the world market, but 
now that we are in this transnational oil business, we 
must extend our activity to all of the promising regions 
abroad. We have to learn to produce oil on a competitive 
basis in any part of the world. We have to learn to defend 
our interests without feeling embarrassed. At one time 
Soviet geologists and petroleum engineers made a great 
effort to establish an oil industry in many developing 
countries, and now we have to reach some agreements on 
spheres of influence, spheres of interest, market shares, 
etc. The establishment of a Russian-American oil club, 
which is now under way under the auspices of the 
Ministry of Fuel and Energy, is a promising move in this 
direction. There are plans to turn it into the Moscow 
International Oil Club in the future. 


Today the Russian fuel and energy complex is in an 
extremely difficult position. On the one hand, it has to 
supply energy and fuel to a huge country with excessive 
levels of energy consumption. In addition, we cannot 
abandon the former republics of the USSR to the whims 
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of fate. On the other hand, the oil and gas complex plays 
an exceptionally important role in Russian financial 
policy, because oil and gas companies are still the coun- 
try’s main exporters. It is impossible, however, to keep 
milking the same cow all the time. We have to think of 
ways to surmount the many signs of crisis in this sector. 
They can be divided into three general categories. 


First of all, there is the problem of nonpayments, which 
are having an extremely serious negative effect on the 
entire common economic territory. The problem of 
nonpayments is not the problem of power engineering, 
metallurgy, or the railroads. It is the problem of our 
whole economy and, above all, of the political will of our 
state leadership. Unfortunately, we have been unable to 
overcome the tendency toward the gradual but constant 
growth of nonpayments and enterprise debts in the last 
six months. Nonpayments for energy resources already 
delivered by enterprises of the fuel and energy complex 
increased 1.5-fold in the first nine months of this year 
and reached 37 trillion rubles. 


Second, there is the need for foreign investments in oil 
production and refining. New laws on product-sharing 
agreements in oil and gas projects ve already being 
drafted for this purpose. Cooperation with transnational 
companies will provide us not only wit investments and 
assistance in the development of new deposits, but also 
with thousands of jobs and a chance to put economic 
sectors presently experiencing difficulty (the military- 
industrial complex, the agroindustrial complex, etc.) to 
work. Just one of these projects, for example, by an 
agreement with the American Eximbank and Dresser 
Industries, could provide plants of the military- 
industrial complex in St. Petersburg and Samara with 
millions (in dollars) in investments and expertise and 
also provide people with jobs. Projects with Western 
companies for the development of oil deposits in regions 
with inconvenient natural-climatic and geological condi- 
tions will secure a substantial share of the capacities in 
operation in the 21st century, when the deposits that are 
being exploited now have been depleted. The total 
expenditures of 58 billion dollars on the Timano- 
Pecherskiy project will add approximately 38 billion 
dollars to the Russian economy in the form of payments 
to Russian contractors, not to mention the Russian share 
of the oil from the exploitation of the deposits. Besides 
this, Russia will have an opportunity to use and perfect 
technology developed in Alaska and Canada for Arctic 
oil and gas deposits, and to open the “northern door” to 
the oil trade in world markets. 


Third, conversion projects for the production of oil and 
gas equipment seem quite promising. Some of the antic- 
ipated signs of progress were apparent recently when a 
sweeping program was launched for the conversion of 
enterprises of the military-industrial complex for the 
production of scarce products on which our oil and gas 
complex has had to spend its hard currency resources. 
We hope this will also reflect the solidarity of the fuel 
and energy complex with industries experiencing diffi- 
culty at this time. 
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The oil and gas complex, as we already pointed out, also 
has to carry a heavy political load. These problems also 
fall into a few general categories. First of all, there are the 
relations with oil-producing regions, and their largely 
justifiable claims on the center. Nevertheless, we expect 
many problems to be solved by the new legislative 
instruments on product-sharing and concession agree- 
ments and some other laws. Second, the problem of 
supplying CIS countries with hydrocarbons has been 
extremely difficult to solve, and it often transcends the 
bounds of purely economic relations. The previously 
mentioned problem of nonpayments, as well as delivery 
and price problems, are closely related to serious polit- 
ical issues, such as the status of the Russian-speaking 
population in those countries and the level of restrictions 
on borders along the perimeter of the CIS. This group of 
problems also includes the effective joint use of the 
resources of the Caspian megabasin and the shipment of 
oil across the adjacent territories of Russia and other 
countries. As we can see, there are more than enough 
problems, and that is why the balanced decentralization 
of the Russian fuel and energy complex must be carried 
out with consideration for the distinctive features of the 
transition from the administrative-command economic 
system to the market type of economy with manageable 
power engineering and resource use. In general, the 
decentralization of the complex must include consider- 
ation for the unique features of the country and its 
present realities, including political ones. One of the 
main objectives should be the preservation of the inte- 
grated features of the Russian system. The loss of these 
could start with the excessive fragmentation of the 
economy and the subsequent departure of companies of 
the fuel and energy complex to their own nationa:, 
regional, and territomal homes, particularly in connec- 
tion with the beginning of the second phase of privati- 
zation. This could cause the loss of all state control over 
public property and the strategic potential represented 
by natural resources. The ministry's proposal on the 
creation of a national oil holding company, to which 
controlling blocks of stock in new and exisiing oil 
joint-stock companies would be transferred, seems expe- 
dient, but it will require careful planning. 


These companies may not be equally successful. There 
are some examples of success: Lukoil, Surgutneftegaz, 
and YuKOS. There are also others, however, with orga- 
nizational structures that became obsolete before they 
could even begin to demonstrate their viability, and their 
internal ambitions and contradictions are likely to pre- 
clude normal operations. Another problem is the obses- 
sion with gigantic scales in the creation of vertically 
integrated oil companies. | think it might also be time for 
the establishment of classic medium-sized companies 
handling the complete cycle of operations: from explo- 
ration and prospecting to the final product. The estab- 
lishment of independent companies concentrating on 
small deposits and separate stages of the production 
process will be of considerable importance in the precise 
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operation of market mechanisms. A suitable place still 
has not been found for sectorial science either. 


The problems in all of these spheres of the Russian fuel and 
energy complex has faced the Ministry of Fuel and Energy 
with the need to plan a comprehensive, systematic 
approach, which would take the managerial experience of all 
of the world’s largest fuel and energy complexes into 
account. In addition, there are the distinctive features of our 
“unique”—even by global standards—geopolitical territory. 
In general, of course, the state has to pursue a common line 
in the areas where politics and economics converge. 
Regional and corporate egotism has to be opposed with 
logical arguments and the necessary financial backing. The 
interests of Russian companies have to be defended in 
foreign economic relations. 


For this reason, the Ministry of Fuel and Energy prob- 
ably will continue to play a substantial role in the 
regulation of energy supply problems throughout the 
geopolitical territory of the former USSR. 


Sea Ports Highlighted 


Background Information 


954E0122A Moscow DELOVOY MIR in Russian 
17-23 Oct 94 p 12 


[Unattributed article: “The Ports of Russia”) 


[FBIS Translated Text] There are 40 ports with a 
throughput capacity of 163 million tonnes, and when 
necessary—260 million tonnes—in operation in Russia 
today. That is, the total shortage of throughput capacity 
is almost 40 percent, and in transshipping foreign trade 
cargoes—all of 50 percent. 


Specialized complexes for 53 million tonnes of bulk petro- 
leum and chemical cargoes and 7 million tonnes of dry 
chemical cargoes, as well as ferries to Germany and Bulgaria 
and the Danube ports, have ended up outside Russia’s 
borders. Moreover, at many of the ports remaining in 
Russia, the berths and enclosing structures are in a totally 
depressing condition. About one-third of the portal cranes 
and almost two-thirds of the imported forklift trucks, bilge 
machinery and truck-tractors already need to be replaced. 
Portside storage-warehouses and warehouses for perishables 
and health-hazardous cargoes are in short supply. In a word, 
there is a tremendous hole in the port service, which is in 


urgent need of being stopped up. 


We cannot put this matter off for the future, since 
processing our freight at others’ ports is too expensive a 
pleasure. 


St. Petersburg Area 


954E0122B Moscow DELOVOY MIR in Russian 
17-23 Oct 94 p 12 


[Article by Yuriy Sorokin: “The Choice of the Site— 
Goes to Peter, and the Search for Funds—Goes to Us’’] 
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[FBIS Translated Text] When the USSR collapsed, the 
cracks which passed through this monolith literally tore 
to pieces the unified transport system. Moreover, the 
maritime fleet, which lost numerous ports in the Black 
Sea and Baltic basins, suffered most of all. The millions 
of tonnes of cargo which piled up in the ports formed 
such thromboses that it began to affect the health of the 
country’s entire railroad complex. 

The prescriptions suggested for making it healthy were 
varied, and even contradictory: either construct one super- 
port, or build several smaller ones, concentrated at different 
sites. 

For example, according to one of the points of view in 
favor of constructing a giant port, the Port of St. Peters- 
burg (including Kronshtadt in the unified system as well), 
had to be intensively developed, on a broad scale, and its 
six-kilometer line of berths had to be extended, economi- 
cally forcing out the present lessees of the shore strip who 
do not have highly profitable and socially significant 
production. 


The opponents, however, objected that the power con- 
sumption of such a giant port would require rebuilding 
the city engineering network and building expensive 
viaducts across the railroad tracks. Moreover, it is in 
close proximity with housing blocks. In reality, the port 
can be developed only through artificial formation of a 
new territory on the sand-banks along the Severnyy Dam 
of the approach channel. 


Kaliningrad—the farthest west of the country’s large 
ports—has been named as a candidate for a superport. 
Here is its “but,” though. Cargo going through Kalinin- 
grad now has to be transported across the territory of a 
foreign state, for which, as we know, we have to pay. 


In addition, large-ship calls at the port are limited by the 
shallow channel. The port railroad tracks pass through a 
built-up section of the city. The oblast has a shortage of 
power resources. 


There are ¢imilar objections against the Port of Arkhan- 
gelsk as a candidate for the giant. A bridge would have to 
be built across the Daina here, expensive dredging would 
have to be done every year on a 34-kilometer approach 
channel, and an ice passage made for the ships. In 
addition, for a number of economic and geographical 
reasons, switching cargo to Arkhangelsk (instead of pro- 
cessing it at ports on the Gulf of Finland) would more 
than double the expense. 


In the last analysis, specialists have agreed that the site 
that Peter chose in his day remains the most suitable one 
for today’s conditions as well. 


The question of building a new Port of St. Petersburg arose 
as far back as 150 years ago. The shortage of port capacities 
and the surplus transit which was “organized” for the Port 
of Leningrad in the 1980’s made us remember the old 
project. Today, however, when the shortage of our port 
capacities on the Baltic exceeds 50 million tonnes (by the 
year 2000 it may increase another 1 .5-fold), and it costs up 
to $20 a tonne, or tens of billions a year, to process 
export-import cargo at the Baltic ports, the economy itself 
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has brought about a decision on the start of work, which is 
already in progress on the southern shore of the Gulf of 
Finland, at Ust-Luga. 


Last year, Viktor Chernomyrdin, RF government chairman, 
issued a directive: “Accept the Proposal of the Russian 
Ministry of Transportation, the Administration of Lenin- 
grad Oblast and the Municipal Council of St. Petersburg on 
Constructing Transport-Technological Port Complexes on 
the Gulf of Finland, with the following Specialties and 
Cargo Turnover: Kingiseppskiy Rayon (Luga Bay): general, 


timber, bulk cargo and containers—up to 35 million tonnes 
a year; Byvorgskiy Rayon (city of Primorsk): crude petro- 
leum (in the future, petroleum products, liquid chemical 
cargo, gas)—up to 45 million tonnes a year; Lomonosovskiy 
Rayon (Bukhta Bay): petroleum products—up to 15 million 
tonnes a year.” 


In addition to the bulk and dry-cargo ports, the trans- 
port-technological complex will include a railroad junc- 
tion, main pipelines for petroleum and petroleum prod- 
— ship repair yard and a technical service base for 
the fleet. 
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According to some data, the total cost of the work will be 
about U.S.$18 billion. Since the beginning of this year, 
however, port construction has been experiencing an 
acute shortage of currency and budgetary allocations. 
They recently dried up so much that the infrastructure 
has been threatened, particularly in the northern regions 
of the country. 


The Russian Ministry of Transportation was assigned a 
limit of centralized investments amounting to 299.06 
billion rubles [R] for 1994. Of this amount, the transport 
workers received R19.6 billion, or only 6.5 percent, in 
the first half-year. True, in 1993, an R38-billion budget 
debt was cleared off. The main volume of capital invest- 
ments, however, is formed through the internal resources 
of the enterprises, which, unfortunately, also have a 
deficit. The shortage of internal and recruited funds is 
felt even today. State support is therefore needed, in 
order to carry out the projects without delay. 


Fulfilling the specific instructions of the president and 
government alone requires about R1,100 billion from 
the federal budget. Actually, only a little over one-fourth 
of the necessary financial resources are to be allocated. 


Far Eastern Ports 


954E0122C Moscow DELOVOY MIR in Russian 
17-23 Oct 94 p 12 


[Article by Valentin Tetenov, deputy director of the 
Transport System Coordination Department of the RF 
Ministry of Transportation: “The Port of Vostochnyy Is 
Striving for Western Standards” 


[FBIS Translated Text] The motorship Kavalerovo left 
the Japanese Port of Osaka on 30 March 1971, bound for 
Nakhodka, with 54 containers on board. From Nakhodka, 
the cargo was transported by rail across the entire country 
to Brest, and then on to Western Europe, where motor 
vehicle transport completed the super-long-distance route. 
Thus began the operation of the Transsiberian bridge, the 
transport peak of which came in 1983. After that a long 
slump began. Despite its most advantageous geographical 
position, the Transsiberian bridge yields, with respect to 
transport volume, to another international route—the sea 
route: through the Suez Canal. The reason is simple: with 
a virtually identical level of tariffs, the quality of the 
services of our competitors is considerably higher. 


The weak spot in the route is our main trade exit to the 
Pacific Ocean—the Port of Vostochnyy. The increasing 
demands for high-quality transport service have roused 
the Vostochnyy Port Joint-Stock Company to turn to 
foreign partners for help, in the hopes that a business 
union with them will ensure putting advanced methods 
of management and advanced technology into effect. 


The dialogue of the concerned parties has been going on 
for three years. At the beginning of this year, at the next 
stage of negotiations in the United States, specialists 
from the Russian Ministry of Transportation succeeded 
in convincing the future partners of the advantage of 
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joint transport activity along the Transsiberian route. 
Thus was born a new company, “Vostochnyy Mezhdun- 
arodnyy Konteynernyy Servis” [Vostochnyy Interna- 
tional Container Service], which will handle the organi- 
zation of all international container transport through 
the Port of Vostochnyy. The founders of the VMKS, in 
addition to the Vostochnyy Port AO, were the American 
firm, Sea-Land Service, Inc., and the Australian P and O 
Limited. 


According to the contract concluded, in the first ten 
years, the company that has been set up will be con- 
trolled in conjunction with the American and Australian 
colleagues. All the existing systems and technological 
processes are to be updated, in order to offer the clients 
services on the level of the highest world standards. In 
particular, the port’s computer information system will 
be improved, and new methods of servicing and 
repairing loading-unloading equipment will be intro- 
duced. Innovations are also specified in the control and 
operation systems, which will make it possible to sim- 
plify the work of the container terminal and at the same 
time increase its efficiency. 


In the next few months, the company will be working out 
a five-year program which specifically defines the 
sequence of equipment replacement, the development of 
railroad structures and highway transfer devices and the 
modernization of the container complex as a whole. 


The initial capital for the joint-stock company is $8.4 
million, allocated as follows: 50 percent from Vos- 
tochnyy Port and 25 percent each from the American 
and Australian parties. 


The VMKS management is certain: implementation of 
the coming reforms will not only bring the terminal to 
the level of world standards, but will also noticeably 
accelerate the passage of cargo along the entire route. 
The transit transport volume can be tripled in two or 
three years. 


Transport Specialist’s Comments 


954E0122D Moscow DELOVOY MIR in Russian 
17-23 Oct 94 p 12 


[Interview with Boris Zanka, specialist of the Maritime 
Transport Department of the RF Ministry of Transpor- 
tation, conducted by Galina Sidorova, DM correspon- 
dent: ‘“‘The Third Generation Is Better”; date and place 
not given] 


[FBIS Translated Text] Ports of the third generation 
sprang up in the 1980's as the result of the large-scale 
development of container and mixed transport. The 
increased demands of international trade contributed to 
this. There are hopes that these ports will also appear in 
our country. How will they differ from their predecessors? 
Boris Zanka, specialist of the Maritime Department of 
the RF Ministry of Transport answers our correspon- 
dent’s question. 
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[Zanka] The directors, managers and operators of third 
generation ports approach the management of their 
systems in a manner completely different from earlier 
ones. The port is now considered as the dynamic center 
of a complex international network of production and 
distribution facilities. On the basis of this, the managers 
have changed their managerial position, making the 
transition from a passive offer of resources and services 
to active participation in international trade as a whole. 


Over the centuries, the port workers have waited for 
ships, counting on the fact that cargo would arrive with 
the ships. Now they realize that cargo flows have become 
much less stable. They are accordingly making special 
efforts to attract cargo flows and not let them slip out of 
their hands. These efforts must be directed toward 
encouraging trade and transport activity. This, in turn, 
contributes to the appearance of new enterprises, which 
bring profit and added value. As a result, the ports are 
turning into complete transport centers, into an organi- 
zational basis for international trade. 


At ports of the third generation, all the activity and 
services will be specialized and comprehensive. In par- 
ticular, in addition to traditional port services, adminis- 
trative and commercial services will be offered, services 
in the sphere of cargo distribution and for the meeting of 
different forms of transport. 


Railway Traffic Safety Issue Examined 


Railroad Managers Cited for Poor Safety Record 
954E0130A Moscow GUDOK in Russian 2 Nov 94 p 2 


[Article by V. Gitkovich: “Defeats and Achievements: 
From the MPS Collegium’’} 


[FBIS Translated Text] Four months ago, the ministry 
collegium discussed the question of ensuring traffic 
safety on the road network. After analyzing various 
accidents, they came to the conclusion that the main 
reason for the unfavorable situation lies in the fact that 
many commanders of various ranks do not work con- 
stantly with the people, do not know the true state of 
affairs in the collectives, do not care about reinforcing 
discipline and do not fulfill the requirements of ministry 
Order No 1Ts. The chief inspectors for traffic safety do 
a poor job of fulfilling their functions. A decree was 
passed which outlined additional measures to correct the 
situation. Just what has changed since then? 


“The time that has passed since the July collegium,” said 
Yu. Gerasimov, deputy minister, “has not brought any 
substantial improvement in the traffic safety situation. 
There have been eight train wrecks.” 


With a reduction in the total number of cases of sub- 
standard work in train and shunting work, there have 
been considerably fewer violations on the Kuybyshev, 
West Siberian, Transbaykal, Far Eastern and Kalinin- 
grad railroads. The number of derailments and collisions 
of passenger trains has increased on the Moscow, 
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October, North Caucasus, Sverdlovsk, Kuybyshev, 
Northern and Far Eastern railroads... 


All this makes us start to think seriously about what is 
happening, and once more evaluate the role played by 
the command staff in ensuring traffic safety. Unfortu- 
nately, it must be noted that the demands made by the 
summer collegium on the administrative directors of the 
MPS, railroads, services, divisions and enterprises, that 
measures be taken to eradicate the reasons for the high 
accident rate, are so far not being met. 


In confirmation of what was said, the deputy minister 
cited numerous examples of the irresponsible attitude 
that commanders of various ranks have toward their 
duties. 


As has already been noted repeatedly, most of the 
accidents on the roads occur because of violations of the 
PTE [Rules for Technical Operation of USSR Railroads] 
and the instructions. In order to adhere to these require- 
ments, however, one must, first and foremost, know 
them very well. New PTE and instructions have gone 
into force from ! October. The railroad workers should 
have studied these very important documents, and the 
directors of subdivisions and enterprises should have 
organized a check of their knowledge. 


This has by no means, however, been properly done 
everywhere. For example, the Rtishchevo Division of 
the Southeastern Railroad neglected this important 
work. The inspectors of the main administration, 
because of various violations of the testing procedures, 
disaffirmed the results for many station chiefs, depart- 
ment and enterprise directors and other workers. 


The Main Administration carried out inspections on the 
Sakhalin, Volga, West Siverian and Far Eastern main- 
lines, and also on a few divisions. Here is the alarming 
thing. Many of the shortcomings noted in July are now 
being repeated. 


Last year it was a question of concealing an accident on 
the Sverdlovsk Railroad. Now it has been revealed that 
individual cases of sub-standard performance are being 
hidden from the record on that same Rtishchevo Divi- 
sion. The transport service of the Far Eastern Railroad 
counted 4 rolling stock collisions in 8 months, and 
during this time there were 16 of them at the Kha- 
barovsk-2 Station alone. 


This leads to irresponsibility and impunity. It can ulti- 
mately turn into major trouble. 


It was mentioned at the July collegium that the Trans- 
baykal had fired many people for drunkenness, and that 
an uncompromising struggle had to be waged against it. 
In railroad transport, a person who is drunk during work 
hours almost always means some sort of unfortunate 
incident, and sometimes even major trouble. 


On 2 October, on the Moscow-Yaroslav! Division, mem- 
bers of the Special Purpose Battalion discovered that a 
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crew of the Lobnya Depot—Zhagula, the engineer, and 
Sisoyev, his assistant—were drunk at the controls of an 
electric train! They had, as they say, no farther to go. But 
V. Grachev, deputy chief of the division, dismissed the 
crew, not for a drinking violation of discipline, but “at 
their own wishes,” thus trying to conceal the drunken- 
ness. In addition, he did not report to the Moscow 
management about what had happened. 


All these cases attest to poor discipline, and to the fact 
that the command staff, as before, is by no means 
conscientiously fulfilling its official duties everywhere, 
and is paying little attention to its subordinates. After all, 
the guarantee of safety is above all the rank-and-file 
workers carrying out their duty and their discipline, 
knowledge, ability and desire to do everything the way it 
was decided. 


S. Okunev, chief of the Rtishchevo Division, speaking as 
the first of those “called out on the carpet,”’ said: ‘After 
the check made by the TsRB workers, I have no grounds 
for pleading that the guarantee of safety on our division 
has improved. Both Order No ITs and the resolution of 
the preceding collegium specify increasing organization 
and the guiding role of the commanders. This has not 
happened on our division.” 


A detailed check of the entire service on the division has 
now been made and the reasons for the shortcomings 
revealed. Many of them have already been eliminated, 
and others are being eliminated. 


G. Dyubko, chief of the Kaliningrad Railroad, gave an 
objective report on its situation. 


“The fact that, with the transport volume lowered by 
one-third, the amount of sub-standard work has 
increased, speaks for itself,” he said. “There are two 
reasons for this situation. The first is the unsatisfactory 
work of the command staff. In order to put the situation 
right, a special order has been issued, which analyzes the 
reasons for the defeats and specifies the application of a 
whole set of measures recommended by the ministry's 
first order. The second reason is the technical neglect of 
the road service.” 


As proof, G. Dyubko reported that wear constitutes half 
of the cost of the mainlines’ fixed capital. It is 57 and 63 
percent, respectively, of the capital of the Line and 
Locomotive services. It is these services that deliver 
most of the sub-standard work. 


In order to correct the situation in some way, the road 
has spent 6 million rubles [R] this year on materials for 
the permanent way. There were a half-million defective 
ties on it, and there are now 100,000 fewer. This has 
made it possible to raise the speed on several dozen of 
the worst kilometers. In September, the condition of the 
track was evaluated at 280 points, and 82 kilometers 
were given an unsatisfactory evaluation. 


“‘Not everything has been done that has to be done, of 
course,” noted Dyubko, “but last year our track was 
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evaluated at 690 points, and 250 kilometers were ‘unsat- 
isfactory.’ So there is some improvement.” 


He said that the mainline is fighting for each ruble, 
realizing that if there is no money, there will be nothing. 


In commenting on the speech, A. Sidenko, deputy min- 
ister, who conducted the collegium meeting, noted: 


“The Kaliningrad Railroad is today the gate to the West. 
This is our face, the face of the country. Western rails 
have reached there. A mass of tourists and businessmen 
arrive there. We cannot disgrace ourselves.” 


Increasing the number of diesel-trains, equipping the 
leading stations with electric interlocking, and 
improving the operating mechanisms at border cross- 
ings—we are fully capable of managing all this in the 
next few years. After all, may the Kaliningrad workers 
not be offended, not even God knows what this road is 
like along its length. We should go for it with zest. But of 
course, its collective must have a responsible and 
inspired attitude toward its duties. 


V. Semenov, deputy chief of the October Railroad, 
having begun by acknowledging that there had been 
three wrecks, 219 cases of sub-standard work, and 5 of 
them derailments, including 3 with passenger trains, did 
not give the road’s track workers any decorations. Then 
he changed the subject to enumerating what had already 
been done, and literally bombarded the achievements 
with figures. 


“You have told about everything with great assurance 
and precision,” noted the chairman, “‘and you do this 
and that well. It is just that, how can your reports 
coincide with the fact that sub-standard work has dou- 
bled? How do you explain the fact that there is not a road 
on the network which has had as many speed-reduction 
warnings as the October has?” 


Unfortunately, no one present heard a convincing 
answer. No typhoons have hit the October Railroad, and 
it does not have, as does the Sakhalin, any extenuating 
circumstances. 


Many claims were made against the condition of the line 
service on all the roads and divisions checked. Naturally, 
V. Sazonov, chief of the Lines Main Administiation, had 
to speak. He focused his attention on the incomplete 
staff of track workers, particularly on the Far Eastern, 
Transbaykal, Northern and Volga railroads. What is 
more, as a whole for the network, there are only 67 
percent of the required number of fitters—not according 
to the former norms, but according to the new ones, 
which allow for the drop in the amount of traffic. 


He also said that training had to be set up for the people, 
and particular attention paid to level crossings, where 
270 people had already died or been seriously injured 
this year. The main administration had examined plans 
to develop the lines service on |2 mainlines. This work is 
continuing. 
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Sazonov asked the roads to allocate the maximum funds 
possible to purchase equipment. 


Let us note that, in the opinion of the collegium, the 
shortcomings of the main administration lie in the lack 
of the proper exactingness toward the sectorial deputy 
chiefs of the roads and services, with respect to raising 
the quality of routine maintenance of the tracks, organi- 
zation of personnel training and adjusting train speeds in 
accordance with the actual state of the track. 


Perhaps most deserving of attention in the speech by Yu. 
Mayboroda, deputy chief of the Moscow Railroad, was 
the assertion that a positive change had been noted in the 
mainline’s lines service, and the promise to return, in 
1995, to the speeds of 1991, and moreover, without 
forgoing traffic safety. 


In summing everything up, it can be said that the present 
examination of the safety situation was not just a repe- 
tition of what had gone before. The hope appeared that 
a purposeful struggle to fulfill the orders, directives and 
programs related to this very important question would 
still bear fruit, despite the abundance of difficulties. 


The line realized that constant concern for traffic safety 
is a requirement demanded by life itself. This most 
important matter is not, of course, solved only by 
carrying out ten-day and monthly inspections, but the 
most recent of them showed that we can do a great deal 
if we mobilize the attention of all the railroad workers. 
During the month, hundreds of flagrant violations of 
traffic safety were averted. Thousands of people were 
encouraged to do this for over six months. The roads do 
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not have a single case of running a stop signal, cars 
drifting from a station, dispatching or receiving a train 
on an occupied track, or many other typical violations. 
This means that we can, if we want to, take on the whole 
world! 


The very course of the collegium meeting, during which 
any attempts to get off with generalities were decisively 
nipped in the bud, during which specific answers were 
demanded—why was the disruption permitted, what will 
be done, and where, to correct the shortcomings, con- 
firmed that the time for action, the time for strict 
responsibility for one’s deeds and actions has come! 


Railroad Accidents Reported 
954E0130B Moscow GUDOK in Russian 2 Nov 94 p 2 


[Article from ITAR-TASS: “Monday Was a Grim Day”) 


[FBIS Translated Text] On Monday Evening, during 
shunting operations at the Ruzayevka Siation, four 
empty cars and two tank cars of gasoline derailed. Some 
120 tonnes of the gasoline spilled onto the tracks. In the 
course of the restoration work, it caught fire. One person 
was hospitalized with first-degree burns. The fire was 
extinguished. 


eae 


Four tank cars of sulfur derailed on Monday, because of 
a defect in the track on the railroad spur line of a 
chemical combine in the Moscow suburb of 
Voskresensk. As reported at the Russian MChS [Min- 
istry of Civil Defense, Emergency Situations, and 
Recovery from Natural Disasters] press center, there 
were no victims. 
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POLITICAL AFFAIRS 


Kuchma Report on Economic Reform 


954K0111A Kiev HOLOS UKRAYINY in Ukrainian 
13 Oct 94 pp 5-14 


{Report by Ukrainian President Leonid Kuchma to 
parliament; date not given: “Taking the Path of Radical 
Economic Reforms. Report of the President of Ukraine 
Pew Fundamental Principles of Economic and Social 
Policy”} 


[FBIS Translated Text} 


Introduction 


The goals of the report presented by the Ukrainian 
president are: First, to provide an objective analysis of 
the current social and economic situation in Ukraine, 
reveal the principal trends in the development of the 
national economy, and point out the errors and miscal- 
culations made in previous years (from 1991 to the first 
half of 1994). 


Second, to justify the need for a fundamental overhaul of 
social and economic policy and for carrying out radical 
reforms aimed at achieving a real market transformation 
of all spheres of the economic life of society. Speeding up 
reforms is deemed to be an unconditional prerequisite 
and principal means of overcoming the crisis and 
ensuring economic stability. 


This speech is not an economic program. Its main 
purpose is to define the strategic tasks and general logic 
of further reforms of the Ukrainian economy, to formu- 
late an economic ideology which must govern the actions 
of all structures of the executive branch, and to ensure 
that these actions are balanced in macroeconomic terms. 


For this reason, the speech does not provide specific 
details and mechanisms for realizing the various goals of 
this economic policy. It is up to the government and its 
executive structures to work out such mechanisms in 
conformity with the strategy of economic transforma- 
tions for which sound grounds are presented in the 
report, win approval for them, and ensure that they are 
properly coordinated. How this task is carried out will be 
reflected in annual forecasts of the economic and social 
development of Ukraine, including a forecast for 1995. 
The appropriate decrees of the Cabinet of Ministers, 
ministries, and departments of the executive branch of 
the government of Ukraine will reflect the logic of this 


speech. 


Meanwhile, the president of Ukraine will act to ensure 
that the realization of specific aspects of the accelerated 
transformation to a market economy is provided with 
the necessary organizational, personnel, and legal foun- 
dation. Towards this end, full use of his powers as head 
of the executive branch of the government will be made 
by the president of Ukraine, of the centralization of the 
administrative hierarchy that is currently being formed, 
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of the president's powers to appoint personnel, as well as 
the president’s right of legislative initiative and his 
powers to set down legal norms by decree in areas of 
economic development in which these issues are not 
regulated by acting legislation. 


The president’s report consists of two parts. The first 
part analyzes the state of the social and economic situa- 
tion in Ukraine and the principal causes of its current 
critical condition. The second part presents the new 
social and economic policy, which the president will 
steadfastly pursue. It discloses the direction that eco- 
nomic reforms will take, the principal directions that the 
reforms of the finance and banking system will take, the 
monetary reforms that will be carried out, the content 
and principles of institutional reforms, the qualitatively 
new approaches to implementing structural, housing, 
agrarian, external economic, and social policies, and the 
conditions for their successful realization. 


It should be emphasized that this report is based on the 
preelection program that was endorsed by the majority 
of voters in the presidential election. None of the funda- 
mental principles contained in this report contradict this 
program. This justifies the belief that the general logic of 
accelerated reforms of the Ukrainian economy, which is 
outlined in the report, was approved in principle by the 
people of Ukraine. This circumstance obliges the presi- 
dent of Ukraine to act decisively and steadfastly to 
transform this logic into reality. 


eee 


Taking part in the preparation of the speech under the 
direction of Doctor of Economic Sciences A. Halchyn- 
skyy, adviser to the president on macroeconomic issues, 
were O. Razumkov, first aide to the president of 
Ukraine, and such nongovernment advisers to the pres- 
ident of Ukraine as: Doctor of Economic Sciences V. 
Borodyuk; V. Heyets, corresponding member of the 
National Academy of Sciences of Ukraine; P. Mirosh- 
nykov, chairman of the board of governors of the Inko 
Joint-Stock Bank; Academician V. Mykhalevych of the 
National Academy of Sciences of Ukraine; Academician 
Yu. Pakhomov of the National Academy of Sciences of 
Ukraine; Candidate of Economic Sciences O. Paskaver; 
Doctor of Economic Sciences V. Pynzenyk; Doctor of 
Economic Sciences P. Sabluk, academician of the Ukrai- 
nian Academy of Agrarian Sciences; Doctor of Economic 
Sciences V. Cherevan, academician of engineering sci- 
ences; the following scientific consultants to the presi- 
dent of Ukraine: Doctor of Economic Sciences B. Kvas- 
nyuk, Doctor of Economic Sciences V. Novikov, 
Candidate of Economic Sciences V. Sidenko; Candidate 
of Economic Sciences V. Lytvytskyy, aide to the presi- 
dent of Ukraine; Candidate of Economic Sciences Z. 
Varnaliy, head consultant to the adviser of the president 
on macroeconomic issues; Doctor of Economic Sciences 
V. Shokun, deputy director of national economic pro- 
grams of the National Academy of Sciences of Ukraine; 
L. Plaksiy, senior consultant. 
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The materials used in the preparation of the report of the 
president of Ukraine were supplied by the Ministries of 
the Economy, Finance, External Economic Relations, 
Labor, Agriculture and Food, Social Security, and Sta- 
tistics, the National Bank of Ukraine [NBU], the State 
Committee on Science and Technology, the State Com- 
mittee for Promoting Small Businesses and Entrepre- 
neurship, the State Property Fund, and the Antimo- 
nopoly Committee. 


Reflected in the report of the president of Ukraine is the 
scientific research on relevant issues conducted by the 
Institute of Economy of the National Academy of Sci- 
ences of Ukraine, the National Institute for Strategic 
Studies, the Institute of Agrarian Economics of the 
Ukrainian Academy of Agrarian Sciences, the National 
Institute of Economic Programs of the National 
Academy of Sciences of Ukraine, the Institute of Cyber- 
netics of the National Academy of Sciences of Ukraine, 
the Institute of Industrial Economy of the National 
Academy of Sciences of Ukraine, the Ukrainian Institute 
for the Support of Reforms, the European Center for the 
Macroeconomic Analysis of Ukraine, the International 
Institute of Market Relations and Business Enterprise 
‘Market Center,” and research in the public domain, as 
well as scientific analysis by Doctor of Economic Sci- 
ences V. Budkin, Doctor of Economic Sciences T. Kov- 
alchuk, Doctor of Economic Sciences M. Mykhalevych, 
Doctor of Economic Sciences A. Moroz, Doctor of 
Engineering Sciences Yu. Malchyn, V. Popovkin, Can- 
didate of Economic Sciences B. Paskhaver, Doctor of 
Statistical Sciences Academician O. Sozinov, Candidate 
of Economic Sciences T. Stepankova, Candidate of Eco- 
nomic Sciences O. Vlasyuk, and Candidate of Economic 
Sciences T. Sharova. The report also takes into account 
the recommendations of V. Matviyenko, chairman of 
Prominvestbank; A. Skopenko, chairman of the Vid- 
rodzhennya Joint-Stock Bank; S. Arzhevitin, chairman 
of the Azhio Joint-Stock Bank; S. Tyhypko, chairman of 
the Pryvatbank Joint-Stock Bank, as well as other spe- 
Cialists on various aspects of economic policy. 


The relevant analytical materials of the IMF, the World 
Bank, individual foreign experts and consultants, in 
particular B. Havrylyshyn, A. Aslund, and other special- 
ists were also used in the preparation of the report of the 
president of Ukraine. 


Report by the President of Ukraine 


I. State of the Social and Economic Situation in 
Ukraine 


The proclamation in August 1991 of Ukraine as an 
independent and sovereign state opened up real pros- 
pects for overcoming the destructive totalitarian admin- 
istrative regime and making radical changes in the 
totality of production relations, for creating a dynamic, 
open, market-driven national economy with a high 
degree of labor motivation and social orientation, struc- 
tural balance, and organizational and technical excel- 
lence. What promised that these goals would be success- 
fully met was Ukraine’s sufficiently high industrial, 
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agrarian-technological, scientific, and intellectual poten- 
tial, which, according to generally accepted authoritative 
assessments, was perhaps the highest among the repub- 
lics of the former USSR. 


The positive changes in the state’s social and political life 
should assist in the radical restructuring of economic 
processes. Since the proclamation of Ukraine’s indepen- 
dence, the one-party system and ideological monopolism 
have been done away with, and the administrative- 
command levers for managing the economy, which 
restricted the evolution of economic processes within the 
framework of a closed model of economic development 
that was isolated from the latest gains of modern civili- 
zation and social and scientific-technical progress, have 
been eliminated. The political sovereignty of Ukraine as 
an independent state recognized by the world commu- 
nity has been established. The level of political freedoms 
in the country has risen. Full-fledged democratic institu- 
tions are evolving, the rights and freedoms of citizens are 
being realized to an ever greater degree, and the eco- 
nomic emancipation of the individual has begun. Indi- 
viduals and business structures are learning to count 
costs and beginning to understand that their economic 
security depends, first and foremost, on themselves and 
not on the state. It is also important to stress that 
Ukraine is one of the few former Union republics in 
which social calm and harmony have on the whole been 
maintained. 


Yet, against the background of the positive trends noted 
above, there is also a reverse process under way— 
Ukraine is experiencing an unprecedented economic 
crisis. The financial system is collapsing, the problem of 
production decline has become acute, the social sphere, 
education, science, and culture are deteriorating. Polit- 
ical tensions are rising. Antistate sentiments have 
emerged among a certain segment of the population and 
are growing. Essentially, society is undergoing a systemic 
crisis, which is threatening the very foundations of 
independence and the very survival of the Ukrainian 
nation. 


What is the cause of this state? 


The objective, scientifically founded, true answer to this 
question is important not only from an economic and 
sociopolitical standpoint. It is essential for defining the 
new strategy and tactics, the methods and mechanisms 
of economic and political reform, which the president of 
Ukraine will steadfastly and consistently work to imple- 
ment. 


1. Quantitative Indicators That Reflect the Growing 
Severity of Crisis Processes 


The transition from an administrative-command to a 
market economy, that is, to a fundamentally different 
system of economic coordinates, cannot be painless. All 
countries that have followed this path of development 
have experienced production decline, a fall in the living 
standard, inflationary processes, and unemployment. 
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However, even against this background, what has happened 
in the Ukrainian economy has no historical precedent. 
According to existing assessments, the economic situation 
in Ukraine is perhaps the most critical among all the 
postsocialist countries of Central and Eastern Europe, as 
well as the states that formed on the territory of the former 
Soviet Union, with the exception of those in which interet- 
hnic conflicts are raging. 


This conclusion is confirmed by concrete statistical 
indicators. 
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Between 1991 and 1993 alone, produced national 
income fell 39 percent. In comparison, production in the 
United States during the Great Depression (1929-33) 
never dropped more than 25 percent. Industrial output 
in the USSR during the Second World War decreased by 
30 percent at its lowest, but there were important reasons 
for this. The principal macroeconomic indicators and 
indicators that describe the contraction of production in 
individual branches of the economy in 1991-93 are 
shown in tables | and 2. 





Table 1. Changes in Production Volumes in 1990-93 (in %) 



















































































1990 as against 1969 | 1991 as against 1990 | 1992 as against 1991 1993 as against 1992 1993 as against 1990 
Gross Social Product 97.6 92.5 89.8 90.6 75.2 
National Income 96.4 86.6 82.2 85.1 60.6 
Volume of Industrial 99.9 95.2 93.6 92.4 82.2 
Production 
Production of Con- 105.3 94.9 89.5 83.5 70.9 
sumer Goods 
including: 
Food Products _ 86.5 84.4 89.5 65.4 
Nonfood Consumer _ 103 95.3 73.8 72.5 
Items 
Volume of Agricul- 96.3 86.8 91.4 98.5 78.2 
tural Production 
Table 2. Production of Principal Industrial Products and Food Products 
Decrease (-) increase (+) in indicators, % 
Ne. Unit of 1990 1991 1992 1993 1992 as 1993 as 1993 as 
measare against against against 
taal 1991 1992 1990 
| Electric billions 298.5 278.7 252.5 230 -9.4 -8.9 -23.0 
energy kilowatt- 
hours 
2 Oil with thousands $,300 4,900 4,474 4,232 9 -5.4 -20.2 
gas con- metric tons 
densate —_ 
3 Gas billions 28.1 24.3 20.9 19.2 -14.0 -8.0 31.7 
cubic 
meters a 
a Coal millions 164.8 135.6 133.6 115.7 -1.5 -13.4 -29.8 
metric tons 
$ Steel millions $2.6 45 41.6 32.3 -7.4 -22.5 -38.6 
metric tons 
6 Finished millions 38.6 32.8 29.6 24 -9.8 -18.7 -37.6 
rolled metric tons 
metal . 
7 Mineral thousands 4,800 4,200 3,300 2,495 -21.4 -24.4 48.0 
fertilizers metric tons — 
. Chemical thousands 179.2 136 118.9 80.3 -12.6 -32.5 -$$.2 
fibers and metric tons 
thread 
9 Cement millions 22.7 21.7 20.1 18 -7.4 -25.0 -4139 
metric tons 
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Table 2. Production of Principal Industrial Products and Food Products (Continued) 
Decrease (-) increase (+) ia indicators, % 
10. Paper thousands 369.2 353 278.6 181 -21.1 -35 -$1.0 
metric tons 
it. Teatiles millions 1,212 1,032 926 $74.1 -10.2 -38.0 -$2.6 
(total) square 
meters 
12. Footwear millions 196.4 177.3 144 101.3 -18.8 -29.7 -48.6 
pairs 
13. Knitted millions 351.2 295 240.6 146.8 -18.4 -39.0 -$8.2 
goods units 
(outer and 
underwear) 
14. Television thousands 3,774 3,616 2,569 1,874 -29.0 -27.0 -$0.3 
sets units 
15. Household thousands 903 883 838 736 -$.1 -10 -16.3 
refrigera- units 
tors 
16. Household thousands 788 830 805 643 -3 -20 -18.4 
washing of units 
machines 
17. Meat thousands 2,763 2,488 2,080 1,181.2 -17.6 42 -$7.2 
(including | metric tons 
category | 
subprod- 
ucts) 
18. Sausage thousands 900.1 851.5 757.9 470.6 -i1 -38 47.7 
products metric tons 
19. Butter thousands 444.1 376.4 302.9 310.3 -19.$ « -30.2 
metric tons 
20. Oil thousands 1,070 1,004 857.5 706 -14.6 -18 -34.0 
metric tons 
21. Milk thousands 6,432 5,709 4,112 2,715 -28 34 -38 
metric tons 
22. Cheeses thousands 183.8 161.5 112.7 101.1 -30.2 -10.3 -45.0 
metric tons 
23. Granulated | thousands 6,791 4,786 3,647 3,838 -23.8 5.2[as pub- 44 
sugar metric tons lished) 
24. Bread and thousands 6,701 6,685 6,441 $,25$7 -3.6 -18.4 -22 
bakery metric tons 
products 
25. Confec- thousands Ltt 1,040 842.9 643.4 -19.0 -23.7 -42 
tionery metric tons 
products 
26. Flour thousands 7,671 7,383 6,625 $,742.6 -10 -13.3 -25 
metric tons 
27. Canned millions of 4,836 4,239 3,760 2,725.5 “11 -27.5 43.6 
products standard 
(total) cans [mub) 
28. Macaroni thousands 360 364.8 350.3 339.9 4.0 -3.0 -$.7 
products metric tons 





























In 1994, the crisis-making processes grew significantly 
more acute. The rate of production decline in the first six 
months of 1994 was 36 percent as against the corre- 
sponding period of last year, and twice as high as in 
1991-93, when it amounted to 17.6 percent. We should 
note for comparison that in the first half year of last year 
this indicator was 5.6 percent. 
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In the first six months of 1994, the drop in production 
was especially high in the fuel industry (35.6 percent), 
ferrous metallurgy (34.8 percent), the chemical and pet- 
rochemical sector (37.7 percent), machine-building and 
metal-working (46.6 percent), the woodworking and pulp 
and paper industry (42.3 percent), the buildi 
industry (48.4 percent), and light industry (50.7 percent). 
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During this period, the output of chemical fibers, paper, 
excavators, tractors and tractor trailers, television sets, 
tape recorders, slate, linoleum, textiles, knitted products, 
footwear, and other goods fell 50 percent or more. 


The decrease in agricultural output during the first half 
of this year was insignificant and amounted to 4.8 
percent compared with the same period last year as 
against 21.6 percent in 1991-93. 


In capital construction in the first half of 1994, the 
volume of capital investments and construction and 
installation work decreased by 25 and 12 percent, respec- 
tively, as compared with the same period last year. 


During the preceding three years, the rate of production 
decline in this sector was significantly higher than in 
other sectors, amounting in 1991-93 to 60 percent in 
Capital investments and 53 percent in construction and 
installation work. 


The decline in investment activity was accompanied by 
a sharp drop in the volume of housing construction. In 
1993, 11.9 million square meters of housing were put 
into operation, which amounted to 68 percent of the 
1990 level. In all, in 1993 Ukraine found itself at the 
level of the mid-fifties in terms of the amount of resi- 
dential space put into operation. These negative trends 
have intensified in the current year. In the first half of 
1994, 2,659,600 square meters of housing were put into 
operation, or 59 percent of the amount built in the first 
half of last year. 


When assessing the state of affairs in investment activity, 
it should be noted that what we are seeing is not a natural 
hiatus in investments as an organic element of the 
structural reorganization of the economy, but a crisis in 
the system as a whole. Under these conditions, the 
materialization of innovations is postponed for an 
unspecified period of time, and the process of innova- 
tion is impeded. During recent years, there has been a 
virtual halt in the process of accumulating fixed capital, 
the turnover of which is a sign of a dynamic economic 
system. 


The country is becoming actively deindustrialized. The 
physical disintegration of productive forces has begun 
along with the accelerated destruction of society's scien- 
tific-technical and intellectual potential, the total deval- 
uation of incentives to productive work, mass loss of 
skills, and the outflow of energetic young people from 
science and engineering, education and culture. In the 
last three years, the network of design and scientific- 
research organizations has decreased to half the number 
that existed earlier, and the number of scientists, by 30 
percent. Two hundred eighty doctors and candidates of 
sciences have emigrated just from the institutions of the 
National Academy of Sciences of Ukraine. 


The share of budget appropriations for science is steadily 
falling—from 3 percent of GDP in 1990 to 1.3 percent in 
1993 and, finally, to 0.7 percent in 1994. All this has 
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resulted in a decline in innovation. The production of 
new models of technical equipment has dropped to one 
quarter and that of automation devices and means to two 
thirds of the 1990 level. Most scientific-technical designs 
and products of research and development are not being 
introduced into production. 


The production crisis has also paralyzed the circulation 
of the social product. The shipment of freight on all 
forms of transport and retail trade turnover decreased by 
nearly one half in 1991-93, and the number of passengers 
carried by civil aviation decreased ninefold. These 
spheres of the economy are continuing to “contract” at a 
high rate in the current year as well. 


Profound deformations are taking place in the sphere of 
state finances. Ukraine leads the world in the size of the 
state budget deficit. This reflects a significant increase in 
the state’s purely administrative interference in the 
economy. In 1992, budget expenditures constituted 61.7 
percent of the national income, a figure that was judged 
very high. Last year, this indicator rose to 73.2 percent 
and in 1994 will surpass the 85-percent mark, according 
to Ministry of Finance estimates. Redistribution on this 
scale indicates that the economy is becoming increas- 
ingly governmentalized and bureaucratized, which leads 
to corruption, the inosculation of a part of the state 
apparatus with criminal, including mafia, structures. 


It is also clear that budget expenditures of this magni- 
tude are absolutely beyond what the state can handle. 
Today, the cost of financing the budget deficit devours 
85-95 percent of credit emissions and constitutes close to 
20 percent of GNP. These conditions preclude any 
prospect of accumulation and expanded recapitalization. 


Inflationary processes have posed an especially great 
danger in recent years. According to the World Bank, the 
rate of inflation in Ukraine in the second half of 1993 
was the highest in the world. Compared to 1992, when 
this rate rose 21-fold, in 1993 it increased 103-fold (from 
December of the preceding year to December of the 
following year). In 1994, the rate of inflation decreased 
significantly and in July fell to its lowest point (2.1 
percent) in the last three years. Prices of consumer goods 
and services increased by a factor of !.7 in January-July 
of the current year as against a factor of 1.9 in December 
of last year. 


These changes were not the result of comprehensive, 
consistent reforms, qualitative changes in the system of 
state finances, or the introduction of price liberalization. 
Inflation fell due to the deferment of payments from the 
budget and an unprecedented growth of the budget debt. 
In the first nine months of the current year, these arrears 
totalled 47 trillion karbovantsi. The execution of the 
budget with respect to appropriations for education 
amounted to 64.4 percent, for medicine—68.8 percent, 
for science—60 percent, and for culture—only 30 per- 
cent. A telling circumsiance is the fact that in the first 
half of the year, the budget deficit amounted to 8 percent 
of GNP, but when the vutstanding obligations were 
included, this amount rose to 20 percent. 


The consequence of an inconsistent policy is the worst 
nonpayments crisis in recent years. On | August 1994, 
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the credit obligation of Ukraine's enterprises and orga- 
nizations amounted to 312 trillion karbovantsi, and the 
debt obligation totalled 247 trillion karbovantsi. These 
amounts are almost 10 times higher than the corre- 
sponding parameters of debt among enterprises and 
Organizations in Russia, where President B. Yeltsin 
declared a payments crisis as far back as March of this 
year, calling it a phenomenon that “threatens the 
national security of the country.” 


Such is the price of monetary stabilization that is not 
accompanied by changes in other spheres of the eco- 
nomic system. The result has been an accumulation of a 
powerful inflationary potential in the country’s 
economy. This can produce new, even more brutal 
hyperinflationary processes than those seen in the final 
months of 1993. Obviously, neither the economic nor 
the political system of the country can survive a repeti- 
tion of the situation that occurred then. This has to be 
clearly understood by the Supreme Council, the various 
political forces, and the citizens of our country. We are 
forced to speak of this at the top of our voice not only in 
order to identify the one-sidedness and errors of the 
described policy, but also to let the people know that the 
only way out of this situation is to resort to difficult, 
unpopular, and extraordinary measures. There is no 
other alternative. 


The growth of crisis processes in the economy could not 
help but cause a substantial drop in the living standard of 
the Ukrainian people. Compared with March 1991, in 
June 1994 the purchasing power of fixed personal 
incomes with respect to a broad range of the most 
essential goods and services decreased nearly fivefold. 
Even the average wage cannot pay for the minimum 
consumption budget, falling 40 percent short of the 
amount needed. The purchasing power of the average 
wage in Ukraine is lower by a factor of 2.5 than that of 
the average wage in Russia. Overall, in two and a half 
years, the living standard in Ukraine has fallen to half its 
previous level. 


The decrease in real income has resulted in a substantial 
drop in the consumption level. The share of the con- 
sumption fund in the structure of utilized national 
income in current prices decreased in the last three years 
by 12.3 percentage points (from 82.2 percent in 1990 to 
69.9 percent in 1993). The highest rate of decrease has 
occurred in personal consumption, which in 1993 
accounted for 57.4 percent of the total utilized national 
income as against 72.6 percent in 1990—in other words, 
a drop of 15.2 percentage points. Moreover, the rate of 
decrease in the consumption fund in comparable prices 
rose each year and constituted as against the preceding 
year 4.8 percent in 1991, 10.2 percent in 1992, and 21.8 
percent in 1993. 


The drop in the share of the consumption fund in the 
utilized national income is linked with a drop in the 
share of blue- and white-collar wages, the earnings of 
collective farmers, income from private plots, and other 
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monetary payments in the produced national income. 
The share of wages in the produced national income fell 
in 1993 to 35.1 percent as against 59.1 percent in 1990. 
At the same time, the share of the primary income of 
enterprises and the state in the national income 
increased to 78.3 percent in 1993 as compared with 58.9 
percent in 1990. 


In the first half of 1994, the share of wages in physical 
production in the national income decreased to 26.4 
percent. During this same period, the share of the 
primary income of enterprises and the state rose to 85 
percent. 


The structure of personal consumption has worsened 
significantly. People spend their monetary income pri- 
marily on food. Nevertheless, personal consumption 
now reflects a shortage of protein and some important 
amino acids. This is leading to exhaustion of the labor 
force and affecting its ability to perform productively. 
Most consumer goods have become inaccessible to 
people. For example, to buy a refrigerator priced at 520 
karbovantsi in 1990 when the average wage amounted to 
248.4 karbovantsi, a person had to work 2.1 months; in 
July of this year, when a refrigerator cost 11.8 million 
karbovantsi, a person had to work 10.1 months, or 5.6 
times as long. To buy a color television set worth 730 
karbovantsi in 1990, a person had to work 2.9 months, 
whereas in July of this year, with a set costing 9 million 
karbovantsi, the number of months increased to 8.1, or 
2.8 times as many as before. 


The situation on the job market is especially strained. 
Worker mobility is extremely low: Only the most highly 
qualified workers and young people are leaving their 
enterprises, while the overwhelming majority of 
employees are holding on to their jobs despite manda- 
tory leaves and reduced work hours. In spite of a sharp 
decline in production, the number of people applying to 
employment services has practically not changed in the 
last two years. Some 100,000 persons have been granted 
unemployed status, with hidden unemployment num- 
bering many millions. 


The necessary conditions have not been created for the 
movement of surplus able-bodied people into the private 
sector and small business, inasmuch as the rate of 
privatization is much slower than planned and revenues 
from this process are entirely symbolic. 


There is a trend towards reduced life expectancy in 
Ukraine. The death rate among men of working age is 
rising particularly, and is now almost three times has 
high as that of women. The principal causes of death 
include cerebral hemorrhage, ischemic heart disease, 
diseases of the circulatory system, infectious diseases, 
and alcohol poisoning. 


Another factor that contributes to the deterioration of 
the demographic situation is a marked aging of the 
population of Ukraine. Between 1990 and 1993, the 
number of people past working age increased from 10.96 
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million to 12.07 million. The number of pensioners that 
society must support has grown from 13 million to 14.6 
million, or 12.31 percent. 


In 1990 Ukraine had the highest proportion of pension- 
age people to its able-bodied population among Euro- 
pean countries of the far abroad: one pensioner for every 
2.6 persons that work, as compared with other countries, 
where this ratio was one pensioner to 4-5 working 
individuals. 


The crisis in the social infrastructure is growing worse. 
Education, culture, and health care are in serious dis- 
tress. Scientific work is no longer a prestigious occupa- 
tion. As a result, society is threatened with the somber 


prospect of total degradation. 


The described crisis processes are occurring despite the 
positive changes in the structure of production. The 
deformation of this structure is growing significantly 
worse, and the destructive action of the crisis is con- 
tinuing. The constructive phase has not begun so far. As 
a result, all of us—from the president of Ukraine and 
parliament down to the miner and student—must under- 
stand very clearly that until we begin making positive 
structural changes, our economy will have no real poten- 
tial for stabilization. 


As before, the ecological situation remains grave: 
Despite the drop in output, thousands of enterprises 
have increased the amount of toxic wastes they dump. 
Metallurgical, power engineering, and coal enterprises 
account for 81 percent of these wastes. In conjunction 
with this, we must issue a clear warning that as a result of 
the aging and wearing down of equipment, as well as the 
swelling production decline, there is a growing danger of 
mass technological and ecological catastrophes, of the 
breakdown of protective systems in the production infra- 
structure, and of a level of unemployment too high for 
society to tolerate. All these things ultimately endanger 
the economic security of our state and threaten it with 
the loss of not only economic but also political indepen- 
dence. 


_rvers in Economic Policy 


What were the errors in our previous economic policy 
that resulted in these destructive processes? 


First and foremost, we want to formulate very clearly the 
fundamentally important conclusion that the policy 
adopted in 1991 to dismantle the command- 
administrative system and build a modern national 
economy based on market principles was strategically 
correct. This policy is in line with the establishment of 
Ukraine's statehood, with the economic prerequisites of 
a genuine democratization of society, with enabling our 
society to rise to a higher level of technical and techno- 
logical development, and with ensuring qualitatively 
new parameters of life for the people of our country. 
Precisely for these reasons, there is no alternative to this 
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policy. This means that the errors inherent in the eco- 
nomic policy pursued by the previous governing struc- 
tures lay elsewhere. Serious errors were made in defining 
the means and concrete mechanisms for realizing the 


What were these mistakes? 
the Nature of the Conditions of the 
et of Ukraine's Economy 


What proved to be most ruinous was that the specific 
nature of the conditions of the market transformation of 
Ukraine's economy compared with those in Russia and 
the countries of Central and Eastern Europe were 
ignored. The uniqueness of these conditions consisted 
primarily in the lack at the time when independence was 
attained of an integral system of state institutions needed 
to implement a wide range of measures to effect the 
market transformation of the economy. 


Nor were the features of the functional structure of 
Ukraine's economy taken into account—that is, the high 
concentration of basic branches of production and the 
branches of the military-industrial complex, which had 
been geared over a long period of time to meet the needs 
not only of the all-Union economy but also the econo- 
mies of the countries comprising the late CEMA and by 
their nature precluded the possibility of a rapid transi- 
tion to a regime of market self-regulation. 


It should also be kept in mind that in the years preceding 
independence, ore than 2,000 of Ukraine's largest enter- 
prises were subordinated to all-Union ministries and 
were financed by the center, which also made it neces- 
sary for the state at the time that it proclaimed its 
independence to apply a broad range of measures to 
ensure the real rather than formal subordination of these 
enterprises to the interests of the national economy. 


These and other circumstances made it necessary at the 
initial stage to use purely evolutionary means for 
achieving a transformation to a market economy, at the 
same time applying a broad range of organizational 
measures to ensure the establishment of a strong execu- 
tive authority and effective levers of state regulation of 
economic processes. But in reality the opposite hap- 
pened. The country’s political leadership virtually 
removed the state from regulating the process of the 
evolutionary transformation to a market economy. 


It was clear from the outset that this policy had only a 
destructive function. There is no precedent in the world 
of a transition from an authoritarian economy without 
the use of strong and resolute government authority. 
Because Ukraine lacked the full complement of the 
necessary state institutions, this policy was particularly 
destructive. We had no central bank, no financial, credit, 
and monetary systems of our own, no sufficiently qual- 
ified personnel in these areas, no market infrastructure 
mechanisms and many other institutions capable of 
ensuring the effective realization of this policy in prac- 
tice. 
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In this situation, the entire package of laws passed by the 
Supreme Counc! to regulate economic processes also 
proved ineffective. These laws were designed for a classic 
market, which did not yet exist in the Ukrainian 
economy. This market had yet to be developed. As a 
result, at the initial stage of the transition to market 
relations, our society proved unprepared to take advan- 
tage in a civihzed manner of the opportunities offered by 
free enterprise which these laws granted. A want of 
correspondence arose between the new legislation and 
actual economic practice. This disparity became one of 
the decisive causes of the profound deformation of 
economic processes, of the substantial weakening, and in 
some respects the virtual elimination of the influence of 
the state over the development of the economy. A 
legitimate foundation for the criminalization of the 
economy was created, a foundation for the shadow 
accumulation of capital and its use for purposes that did 
not serve to build up the nationa! economy. 


Strategic Mistakes in Implementing External Economic 
Policy 


The mistakes made in implementing external economic 
policy, in the attempts to consolidate Ukraine's state- 
hood and economic independence by fundamentally 
reorienting policy from East to West, made a particular 
impact. This was a strategic miscalculation. As a result of 
the specialization developed over many decades on the 
basis of a Union-wide division of labor, Ukraine pro- 
duced only some 20 percent of finished product. It 
should therefore not have chosen the path of immedi- 
ately and mechanically abandoning the system of 
existing economic ties. The situation was further com- 
plicated by the fact that as a result of not being ready to 
begin producing goods that were competitive by world 
standards, Ukraine could not rapidly integrate into the 
system of Western markets. 


In the final analysis, the unconsidered policy of pro- 
tecting national interests (or the incorrect understanding 
of these interests) in the period of the collapse of the 
Soviet Union and the establishment of our fledgling state 
resulted in the loss of many markets for Ukrainian 
products. There are estimates to the effect that factors 
directly linked to mistakes in our state's external eco- 
nomic policy and in defining its strategy account for 
more than 35 percent of the decrease in production in 
1991.93. 


There is yet another aspect to the errors and shortcom- 
ings made in implementing external economic policy. 
We have in mind the flaws in the laws and normative 
acts on foreign exchange controls and the recovery of 
hard currency earnings. A great deal of harm was done 
by the policy of the massive barterization of foreign 
trade. Goods under barter agreements were exported, as 
a rule, at deflated prices and imported at inflated prices. 
This was one of the fundamental causes of the growth of 
a negative balance in the country’s balance of trade, 
which now exceeds 2.7 billion dollars. Ukraine's total 
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debt on | July 1994 was 4.3 billion dollars, but when 
overdue payments for deliveries of energy supplies from 
Russia and Turkmenistan for the current year are added 
in, the amount reaches close to $7 billion. 


The unconsidered policy of obtaining hard currency 
credits guaranteed by the Cabinet of Ministers of 
Ukraine did great damage. The majority of these guar- 
antees were issued between May and October of 1992, as 
well as between the end of 1993 and the first half of 
1994. In the current year alone, Ukraine must pay off 
$424 million, of which 398 million is to come from the 
budget. 


The incompetent introduction of a regulated foreign 
currency exchange rate also produced negative conse- 
quences. In practice, this boiled down to setting a fixed 
rate, which resulted in a substantial disparity between 
this rate and the market rate, large losses for Ukraine's 
producers when exporting goods, and the rise of shadow 
processes in the realm of foreign currency relations. 
According to various estimates, between $10 and 20 
billion belonging to residents of Ukraine are currently 
found outside the country, with only $2-4 billion being 
held in Ukraine. 


Lack ef Coordination Between Fiscal and Monetary 


The lack of coordination between fiscal and monetary 
policy proved particularly destructive to Ukraine's 
economy. During the past few years, certain steps were 
taken to reform the banking system, to demonopolize it, 
and to ensure that it function as a two-tier system. At 
present, the banking system consists of nearly 230 
banking institutions, which have nearly 18,000 branches. 
Almost all commercial bank structures are organized as 
joint-stock entities, and eight of them include foreign 
capital. 


Yet, though it proclaimed the principle of demonopo- 
hzing the banking system and of ensuring that it function 
as a two-tier system, the Supreme Council did virtually 
nothing to create the necessary legal basis. 


According to experts, more than 20 legislative acts are 
needed to regulate the principal areas of banking 
activity. We have only the one Law “On Banks and 
Banking,” many provisions of which are not in force. 


As a result, the process of reforming the banking system 
has assumed a spontaneous quality. The National Bank's 
ability to influence this process has also proved 
extremely limited. The catastrophic rise in the scale of 
extrabank monetary turnover and the numerous viola- 
tions in the banking sphere attest that the NBU and the 
state have not taken control of the necessary levers that 
regulate this key sphere of the economy. 


The emissions policy has also proven to be inconsistent 
and contradictory. The NBU's attempts to pursue a 
consistent policy of “tight money” did not produce the 
expected deflationary effect. We can cite the following 
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example. The NBU’s monetary policy for 1993, which 
was approved by the Supreme Council, envisaged that 
the money supply in circulation would increase over the 
course of the year by a factor of 1.9. In reality, it 
increased by a factor of 18.9. We are witnessing an 
analogous situation in the current year. The reasons for 
this are obvious. It was impossible for the policy of 
monetary stabilization to be effective given the severe 
structural disequilibrium that exists in state finances. 
Experience has shown that in the absence of a firm policy 
to limit budget expenditures an austere monetary policy 
can curb inflation only for a short time. Monetary 
restrictions that are not buttressed by budget restruc- 
turing measures inevitably lead to a nonpayments crisis, 
arrears in the payment of wages, pensions, and other 
social outlays, new and higher infusions of credit, and 
the restoration of purely administrative means of eco- 
nomic regulation. 


As a result, the economy falls into a negative spiral: a 
destructive cutback in emissions—a payments crisis— 
emissions infusions—a new and higher upsurge of infla- 
tion. This was the pattern of events in 1993. This same 
principle was also responsible for the temporary defla- 
tionary effect achieved in the current year. 


The lack of coordination between monetary and fiscal 
policy is also the result of extreme neglect of the sphere 
of state finances—a sphere that essentially continues to 
be run by administrative means. That the budget sphere 
is in fact without direction is confirmed by the following 
well-known facts. In 1992, to serve the political ambi- 
tions of certain leaders, the Supreme Council approved a 
budget deficit in the amount of | percent of GNP; what 
they got was 17 percent. The same situation was repeated 
in 1993. Despite the government’s proposed budget 
deficit for 1993 of 15 percent, a deficit of 2 percent was 
approved. This transformation was made possible by a 
sharp increase in taxes. The consequences are well 
known. But perhaps the greatest surprise was sprung in 
the current year, when a budget with no deficit whatso- 
ever was approved with no disagreement between the 
government and parliament. Obviously, the economy 
does not forgive this kind of voluntarism. This is the 
price we have to pay for incompetent administrative 
decisions, the fruits of which we will be reaping for a long 
time to come. 


The flawed nature of the sphere of state finances is 
especially evident in the severely deformed state of the 
taxation system. The pressure of excessive taxes and the 
lack of stability in tax legislation are causing great harm 
to the economy. One example of this instability was the 
revocation beginning with the second quarter of 1993 of 
the profits tax and the return to taxing income, which 
had been rescinded on the government’s initiative at the 
end of 1992. According to estimates by experts at the 
Ministry of Finance, this resulted in the loss of 150 
billion karbovantsi in budget revenues last year. 


At the same time, the value-added tax rate set by a decree 
of the Cabinet of Ministers was increased from 20 to 28 
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percent, which caused prices to rise at a time of limited 
customer purchasing power and reduced sales volumes. 
This, too, resulted in a corresponding decrease in tax 
revenues. We should also add that since the imposition 
of excises in 1992, the list of goods subject to excise tax 
and the rate of this tax have changed more than 10 times. 
The highest maximum rate of profits tax was set in 
Ukraine—90 percent. Under acting legislation, there are 
more than 30 mandatory payments, taxes, and other 
budget revenues in Ukraine. 


This taxation policy became one of the most important 
causes of the artificial contraction of production and 
commercial activity on the one hand, and an ever 
increasing expansion of the shadow economy on the 
other. It serves as persuasive evidence of the need to 
apply fundamentally new approaches in this key sphere 
of economic policy. 


The issues that we have examined justify the conclusion 
that today the weakest link in the state’s executive 
structure is the system of managing state finances. 


It would also be irresponsible of us to fail to recognize 
the destructive role played in this by the Supreme 
Council. We will never be able to surmount the financial 
crisis, that is, improve the state of our economy, if we 
continue pursuing this policy of endless incompetent 
interference in this extremely complex and disorderly 
sector of the economy. The Supreme Council has 
extraordinarily great powers with respect to the develop- 
ment of the budgetary and financial sphere. Strictly 
speaking, it has direct influence over this sphere. How- 
ever, these powers must be used with great professional 
competence and in a well-considered manner. One 
would like to feel secure that the deputies have a proper 
understanding of this matter. 


The Erroneousness of Social Policy 


The state’s social policy was fundamentally wrong. This 
became fully apparent in 1994 when the economy 
entered into a crisis phase of relative overproduction as 
compared with effective demand. We have in mind the 
policy of artificially holding down personal incomes, 
which has been pursued throughout the last few years. 
Conceptually, this policy was based on errors in deter- 
mining the sources of inflation, the failure to understand 
that the core cause of inflation in Ukraine lies in deep 
structural deformations. This required fundamentally 
different deflationary levers than those that were applied 
in practice. 

It is universal practice to simultaneously freeze prices 
and wages when carrying out an anticrisis policy. On the 
other hand, a policy that combines price increases with 
wage fund restraints is economically absurd and doubly 
absurd when there exists a crisis of relative overproduc- 
tion. Particularly destructive in this respect was the 
introduction of a system of taxation, especially the 
introduction of a tax on income, which immediately 
prompted a contraction of expenditures on wages in the 
structure of income. 
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All this points to one of the fundamental causes of the 
failed attempts at the rapid liberalization of the economy 
made by different governments in 1992 and the first half 
of 1993. The basis for such liberalization should have 
been not the so-called liberalization (in fact, administra- 
tive increases) of wholesale and consumer prices, but the 
liberalization of wages. This could have begun the pro- 
cess of overcoming the price and value disproportions 
that had formed even earlier, under the totalitarian 
economy, which harshly discriminated against a specific 
commodity—the labor force. 


Instead, the concept of price liberalization as a weapon 
proved to be something that actually preserved the most 
pernicious aspect of the administrative system—its dis- 
criminatory attitude to the labor force. In practice, this 
proved to be an essentially antimarket measure. The 
market is by definition social in nature, relying on an 
active government economic policy to stimulate the 
meeting of the effective demand of the population. We, 
on the other hand, wanted to begin the transformation to 
a market economy by acting in reverse, further reducing 
what was already a meager effective demand. It is this 
that caused serious value deformations in the economy, 
the intensification of which carries with it perhaps the 
greatest destructive potential. 


The Shortcomings of Structural Policy 


Structural policy proved especially weak. In essence, we 
never actually had a scientifically founded, objective- 
oriented state structural policy. The catastrophic growth 
of structural disproportions that took place over the last 
few years is to a large extent a reflection of this rather 
simple truth. 


By its very nature, structural policy has many aspects. 
One such aspect is prioritizing sectors and devising 
stimulating mechanisms. All previous programs placed 
agriculture and the processing industry at the top of the 
list. In principle, no one can argue with this approach. 
However, it needs to recognized with absolute clarity 
that neither the Supreme Council nor any of the pre- 
ceding governments succeeded in finding effective mech- 
anisms to accomplish this task. 


What is more, we have to admit the undeniable failure of 
the agrarian policy that was pursued during the last few 
years. Today, agriculture is the most disorderly sector of 
the economy. Due to the absence of real reform, agricul- 
ture was not transformed into the engine of economic 
growth; on the contrary, the lack of reforms have led to 
a breakdown of this sector. For the third year in a row, 
bringing in the harvest requires enormous credits that 
lead to even greater inflation. Ultimately, this over- 
whelms all of the state’s efforts to achieve economic 
stability and ends up hurting agriculture most of all. An 
analysis of the financial condition of the agro-industrial 
complex in 1993 shows that total expenditures from the 
budget to finance this sector exceeded revenues from 
taxes, duties, and other payments into the budget by a 
factor of 2.4. 
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In connection with this, it is important for all levels of 
government, and in particular the Supreme Council, to 
understand the following: If we fail to find an effective 
mechanism for bringing agriculture into the system of 
market relations and fundamentally reforming this 
sphere on this basis, real progress in the economy is out 
of the question. The problems in this sector have been 
accumulating for decades, and purely cosmetic repairs 
will produce no results. 


The Inconsistency of the Policy of Economic 
Liberalization 


Implementation of the policy of economic liberalization 
in Ukraine has been inconsistent and contradictory. This 
policy includes liberalizing prices and domestic and 
foreign trade, establishing a unified market-determined 
exchange rate for the national currency, and ensuring 
this currency’s internal convertibility. Since the procla- 
mation of Ukraine’s independence, the process of liber- 
alizing the economy has passed through several stages, 
and it is extremely important to analyze the specific 
features of each of these stages. These stages are linked to 
changes of governments in Ukraine and the respective 
policies pursued by each of these governments in this 
sphere of economic activity. 


According to World Bank experts, the estimated index of 
the general liberalization of the economy through the 
first three quarters of 1992 reached a level of 20 percent. 
The process of accelerated liberalization began in 
October 1992, and by the middle of the 1993, the index 
of administrative regulation fell from 80 to 35 percent. 


The rate of production decline was substantially 
decreased, and a relatively moderate rate of inflation was 
maintained despite a sharp rise in the price of energy 
supplies. Obviously, this period also saw its share of 
mistakes in designing concrete steps to reform the 
economy and in ensuring that they were coordinated and 
balanced. But these were mistakes that stemmed from 
taking active steps. 


However, in May 1993, the Supreme Council, motivated 
primarily by the political ambitions of certain political 
leaders, adopted decisions that virtually blocked imple- 
mentation of the policy of accelerated liberalization of 
the economy. It is within this context that we need to 
view the June (1993) Donbass miners’ strike, which was 
provoked by certain political forces, and the forced large 
emission of credit to meet the miners’ demands for wage 
increases, and also the edict issued by the president of 
Ukraine in July 1993 that opened an unlimited line of 
credit for the needs of agriculture, which ultimately 
undermined the exchange rate of the karbovanets and 
produced a large wave of inflation. The policy of active 
liberalization of the economy was torpedoed. 


In the period between September 1993 and the summer 
of this year, the action of the instruments of economic 
liberalization was mechanically halted, leading to a cor- 
responding restoration of administrative methods of 
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economic management. The interbank currency 
exchange was closed, an artificially low fixed foreign 
exchange rate was set, licensing of many export com- 
modities was restored, and the level of direct and indi- 
rect state regulation of prices rose to 80 percent. In the 
summer of 1994, the index of administrative regulation 
of the economy, according to World Bank calculations, 
was more than 2.5 times higher than the relevant indi- 
cator for the middle of 1993. Significantly, the econ- 
omy’s macroeconomic indicators deteriorated severely 
during this same period. In the fourth quarter of 1993, 
the inflation index reached astronomical heights—an 
average of 166.3 percent per month. The financial crisis 
deepened significantly, the negative balance in the bal- 
ance of payments grew, as did foreign debt. As noted 
earlier, the first half year of this year became perhaps the 
most critical period during recent years in terms of 
increasing the decline in production. 


Increased administrative regulation of the economy by 
the state throughout last year produced other trends as 
well. Under the pressure of administrative management, 
the movement of economic operations from the legal 
sphere to the shadow economy intensified, and the 
official economy contracted as a result. The blocking of 
reforms is causing the shadow economy to expand at a 
growing rate. 


An analysis of the described processes reveals an excep- 
tionally important natural phenomenon, which must be 
recognized and taken into account when defining the 
future strategy and tactics of conducting economic 
reforms. The fact is that the current situation in 
Ukraine’s economy is such that increased administrative 
regulation produces the opposite effect—the weakening 
of the state’s real influence over economic processes. 
Consequently, the correlation between the legal and 
shadow economies is changing, with the share of the 
latter growing. This is reflected in growing volumes of 
unreported production and extrabank monetary turn- 
over, massive concealment of profits and tax evasion, 
and other extremely dangerous consequences. 


The conclusion is obvious: Ukraine’s economy has 
entered into a phase in which continuing to maintain the 
existing level of administrative regulation is not only 
becoming ineffectual, but also leading to the loss of 
control over economic processes and their accelerated 
shift into the structures of the shadow economy. In this 
situation, the only alternative to the course followed 
throughout last year is to make fundamental changes in 
the strategy and tactics of economic policy, rapidly 
increase the pace of economic reforms, and ensure that 
these reforms are controlled and comprehensive. 


II. New Social and Economic Policy 


At the cost of extremely large social and economic losses, 
caused by the socioeconomic crisis, an awareness has 
emerged throughout our society as a whole of the need to 
conduct radical economic reforms that will serve as a 
foundation not only for halting the catastrophic drop in 
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the living standard of the bulk of the population in the 
shortest possible time, but also as a basis on which to 
raise this standard. The results of the last presidential 
election served as confirmation of this understanding. 
The overwhelming majority of voters rejected mere talk 
of reforms and expressed their support for resolute and 
effective reform action. This is precisely what the presi- 
election program, which received support, called 
or. 


It is necessary to take into account that society has long 
ago virtually exhausted its survival reserves. These 
reserves no longer exist in production collectives, most 
of which are on the verge of bankruptcy; almost every 
family has reached the brink of poverty; and the eco- 
nomic potential of the state, which took decades to build 
up, its financial system, and other vital structures are 
expiring. The reserves of social expectations have been 
depleted, and the people’s confidence in the future, their 
belief in the possibility of changing the situation for the 
better, has been lost. 


In these conditions, there is no alternative to the policy 
of fundamentally accelerated economic reforms. The 
exhausting period of transition from an administrative- 
command economy to one that is based on market 
principles and is socially oriented cannot go on endlessly. 
Either we manage to reduce this period to a minimum, or 
we will be doomed to further decline and degradation. 


In connection with this, it is the president’s firmly held 
principle that accelerating the transformation to a 
market economy is the only way and the principal means 
for surmounting the crisis and achieving economic sta- 
bility. Not stabilization first, to be then followed by 
reforms, as certain political forces would have it, but 
vigorous work to reform all spheres of economic life, 
ensuring the coordination and comprehensiveness of 
these processes—such is the conceptual position of the 
president of Ukraine on this fundamentally important 
issue. It would be desirable for the Supreme Council to 
support it. All of us must understand very clearly that 
slowing the course of reforms, marking time, is pushing 
us further and further into the abyss of the crisis, the 
quagmire of social disorder and political confrontations. 
This threatens the very existence of the state, the fate of 
the choice made by the people in August 1991. Only 
those who are prejudiced and politicos of various hues 
argue that this is not so. 


In the situation that has emerged, the initiative and the 
totality of responsibility for the decisiveness and consis- 
tency of the steps taken in the comprehensive restruc- 
turing of all spheres of the economic life of society can be 
assumed only by the popularly elected president of 
Ukraine. Today, only a strong, vertically balanced exec- 
utive branch headed by the president and vested with 
broad powers can with the active support of the Supreme 
Council and political parties and movements take vig- 
orous and competent all-out action to carry out eco- 
nomic reforms. This will enable us to halt the collapse of 
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the economy in the shortest possible time and consoli- 
date our efforts to ensure its survival and establish social 
progress. 


Objective of Economic Transformations 


The new economic policy of the president of Ukraine has 
a single goal-—to ensure that the entire economic system 
truly serves the individual. The restoration of the para- 
lyzed economy is not only the only way to halt the 
merciless impoverishment of the people, but also the 
only way to rise to a qualitatively new standard in 
satisfying the vital needs and interests of the population. 
At the same time, we must clearly understand the 
following: ensuring the survival of the individual and the 
nation as a whole is the only thing that will preserve the 
sovereignty of our state. This is the principle underlying 
the priorities defined by the president of Ukraine in his 
domestic and foreign policy: the economy— 
prosperity—state sovereignty. Ukraine will be able to 
become a truly independent and sovereign state only by 
pursuing a strong economic and social policy. 


The entire complex of measures encompassed in the 
president's social and economic policy will focus in the 
process of conducting reforms on establishing not only a 
market economy, but a socially oriented market 
economy, in which all the activities of its functional 
structures will ultimately be subordinated to providing 
for the material and spiritual needs of each individual. 
Instead of the destructive principle of “production for 
the sake of production,” which formed the basis of the 
functional model of the totalitarian economy, the new 
policy will consistently focus on creating an economic 
model based on the principle of ‘production for the sake 
of meeting the needs of the individual.” 


The idea of building a socially oriented market economy 
in Ukraine received broad popular support. It is advo- 
cated by most political parties and movements. It is also 
regarded as the principal goal of the structural reorgani- 
zation of the economy in the Supreme Council’s pro- 
gram. To the customary question: “What kind of society 
are we planning to build?” the president of Ukraine 
responds unequivocally: “Our goal is the establishment 
in Ukraine of a democratic, socially responsible, unified 
society, a society founded on the historical traditions 
and mentality of our people and on the universal values 
of modern civilization, a society that will gradually rid 
itself of the traditional class-forming attributes and will 
organically combine within itself society’s labor, talent, 
and capital, a society in which every citizen will have the 
opportunity to fully realize his abilities and individu- 
ality, a society that will genuinely secure the rights and 
freedoms of every individual.” 


This will be the principal goal to which all the elements 
in the creative process of forming a new society will be 
subordinated, including the means and mechanisms of 
social and economic policy. We are deeply convinced 
that combined organically with the realization of 
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Ukraine’s national and state interests, the idea of 
building precisely this kind of society will be able to 
serve as a constructive, consolidating force that will find 
favor with all strata of the population—the production 
worker and the businessman, the engineer and the agron- 
omist, the scientist and the cultural worker, the young 
and the old, the atheist and the deeply religious indi- 
vidual. We also expect it to receive full support from the 
Supreme Council, political parties, and the people of our 
state. 


At the same time, the president of Ukraine recognizes 
that there exist differences of opinion regarding the 
tactics, methods, and mechanisms to be used to realize 
the stated goal. Consequently, the new economic policy 
is based on the principle that the establishment of a 
socially oriented market economy cannot be reduced to 
distributive functions alone—the implementation by the 
state of a just social policy and an incomes policy. The 
realization of a socially oriented model of a market 
economy, which envisages a high degree of state partic- 
ipation in regulating incomes and employment, creating 
conditions to ensure that the whole range of the most 
important needs of the population as a whole are met 
(education, health care, culture), is possible only by 
establishing an effective economy on the one hand, and 
on the other, an economy with a socially oriented struc- 
ture of both the production and nonproduction spheres. 
The point is that establishing a model of a socially 
oriented market economy in its entirety is a lengthy 
process, which requires passing through various stages 
and defining the necessary priorities. 


1. Objectives of Financial Stabilization, Strengthening 
the Banking System and the National Monetary Unit 


The foundation of a proper restructuring of the economy 
must be an effective anti-inflationary policy and the 
genuine stabilization of the national monetary unit on 
the basis of this policy. The preceding phase of develop- 
ment has shown that establishing an effective defla- 
tionary policy cannot be assured solely by the monetary 
measures applied by the National Bank. These measures 
can produce only a short-term effect which inevitably 
leads to a new and even higher level of monetary 
destabilization. 


The policy of strengthening the national monetary unit 
will be carried out with an emphasis on ensuring finan- 
cial stabilization as a priority. Not a monetary-financial, 
but a financial-monetary stabilization—this must be the 
underlying logic of the economic measures that will be 
applied to realize the stated goal. At the same time, the 
fact will be taken into account that financial stabilization 
is not possible if confined solely to the country’s model 
of finances. Cosmetic changes in this sphere cannot 
improve the situation. Solving the financial crisis is 
possible only on the basis of deep structural reform of the 
financial system in combination with price liberaliza- 
tion, as well as continued reform of the banking system. 


Obviously, the measures to ensure monetary stabiliza- 
tion are not an end in themselves. The main goal of 
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monetary stabilization is to create real conditions for 
launching the structural reorganization of the economy, 
reviving the investment process, and mobilizing the 
necessary financial resources by establishing a financial 
market and other financial institutions. Consequently, 
the duration of the period of financial stabilization will 
be determined by the time needed to produce the neces- 
sary effect. 


This phase will be the harshest from the standpoint of 
implementing social measures. At this stage, the eco- 
nomic prerequisites for raising the living standard will 
not yet be in place. Social policy will be based on 
providing targeted assistance to persons who need it 
most. At the same time, society must understand that the 
unpopular measures required to achieve monetary stabi- 
lization are in fact the only means we have for over- 
coming the economic crisis and subsequently solving the 
entire range of problems in order to ensure the people a 
better life. 


Means and Mechanisms of Financial Stabilization 


1. An objective prerequisite of financial stabilization is 
the carrying out during 1995 of deep reforms in the 
country’s budget system. The fundamental principles 
and mechanisms of this reform shall be defined by the 
Law of Ukraine “On the Budget System of Ukraine.” A 
draft of this law will be submitted by the Cabinet of 
Ministers for consideration by the Supreme Council by | 
November 1994. 


Reforms of the financial system must provide for: 


—a real separation of the country’s financial and credit 
systems; 


—a real separation of the finances of state enterprises 
and the state budget; 


—drawing up a summary balance of the state’s financial 
resources—the revenues and expenditures of all jurid- 
ical and natural persons without exception, among 
whom national income is distributed and redistrib- 
uted; 


—the decentralization of state finances and the struc- 
tural separation of the state and local budgets, based 
on revenue sources and expenditures. Only those 
expenditures that apply to the state as a whole must be 
made at the national level. Consequently, each ele- 
ment in the budget system must have a revenue base 
that is clearly defined by law. Taking into account the 
various conditions of the socioeconomic development 
of individual regions, local budget deficits will be 
covered within established norms by allocations of 
financial resources from the national budget in the 
form of state grants and subsidies; 


—applying measures to restructure the taxation system 
with a view to its further liberalization and decentral- 
ization and using it to create mechanisms to stimulate 
production and business enterprise. To revoke income 
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tax and introduce profits tax and to reduce the rate of 
profits tax for natural persons. To reduce the rates of 
value-added tax, review the procedure by which it is 
calculated in order to avoid multiple taxing of the 
same unit of net production. To raise taxes on land 
and introduce tax on the property of natural and 
juridical persons. To introduce dual controls over the 
payment of taxes—by taxation inspectorates and by 
banks, and to ensure equality in the taxing of all 
economic entities; 


—applying effective measures to set up a system of 
accurate financial accounting, government reporting, 
and timely payment of taxes. Evading the payment of 
taxes in full and on time will be viewed as one of the 
gravest crimes against the state by economic entities 
and individuals and will carry not only severe admin- 
istrative but also criminal liability, At the same time, 
the initiative will be taken to pass the Law of Ukraine 
on protecting the rights of juridical and natural per- 
sons who pay taxes. 


2. In order to improve the effectiveness of budget policy, 
the organization of the execution and the supervision of 
execution of the state budget, and the regulation of 
relations between the national and local budgets and the 
state budget and state extrabudgetary funds, work is to 
be completed in 1995 to create a single centralized 
treasury system within the structure of the Ministry of 
Finance and the relevant regional organs. 


3. Financial stabilization is to be achieved through a 
comprehensive system of measures to reduce budget 
expenditures and thus attain a corresponding reduction 
of the state budget deficit. Because of the deep economic 
crisis, there is no real possibility of deficit-free financing. 
Taking this into account, the president's financial policy 
will be directed at ensuring a phased reduction of the 
budget deficit. This reduction will be carried out 
according to the following parameters: 1995—no higher 
than 8 percent of GDP, 1996—6 percent, 1997—4 
percent. 


The reduction of budget expenditures is to be accom- 
plished by applying the following measures: 


—liberalizing prices throughout 1994 and 1995 to grad- 
ually reduce budget expenditures and subsidies to 
cover the differences in prices. The funds currently 
used to allot government grants and subsidies to 
producers are to be reallocated to subsidies and tar- 
geted assistance to the most vulnerable strata of the 
population, 


—reducing administrative spending by downsizing the 
state administrative apparatus and transforming cer- 
tain elements into public cost-accounting and con- 
sulting entities. 


4. By the end of the current year, to complete creating a 
market to service the state debt by placing state loans 
and bonds, short-term state treasury bonds, on this 
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market. These are to be issued on the most favorable 
terms for natural and juridical persons. It is necessary to 
develop an effective mechanism for issuing such securi- 
ties, introduce a system of securities auctions to deter- 
mine their market value taking into account the rate of 
inflation and the possibility of making a real profit on 
them, and grant tax benefits to those who invest money 
in state securities, in particular by exempting holders of 
state securities from taxes on them. The National Bank is 
also to apply appropriate measures that will stimulate 
the purchase of government securities by commercial 
banks. We have in mind extending credit to commercial 
banks with government securities used to secure these 
loans, as well as including the amounts invested in 
government securities as part of the reserve require- 
ments for banks. Individual ministries need to be given 
the right to issue securities for special-purpose programs, 
and the rights of local government organs need to be 
expanded in this respect. Another urgent task is to 
rapidly decide all questions linked with creating the 
necessary legal base for regulating the issue and distribu- 
tion of government securities. 


To manage operations on the open market, it is neces- 
sary to create a specialized financial institution—the 
National Open Market Committee—by the beginning of 
1995 and to carry out other organizational measures. 


Surmounting the Payments Crisis 


Measures to strengthen the state’s monetary system can 
produce positive results only if the finances of the basic 
element of the economy are fundamentally sound—that 
is, the finances of enterprises and organizations, and 
there is effective stimulation of business activity and 
entrepreneurship and of the productive process. 


A fundamental prerequisite for accomplishing this task 
is to take steps to overcome the payments crisis. We 
therefore envisage: 


1. Creating an operative headquarters to control and 
overcome the payments crisis. 


2. Creating real conditions for the circulation of prom- 
issory notes to serve as basis for the civilized mutual 
extension of commercial credit among enterprises and 
Organizations. 


This requires settling a broad range of organizational 
issues associated with creating the necessary legal base, 
developing the practice of putting up property as secu- 
rity, including all fixed capital regardless of form of 
ownership and privatized plots of land, and creating the 
necessary financial institutions and a state notarial 
office. 


The president of Ukraine recently issued an edict which 
regulates some of these questions until such time as the 
necessary legislation is passed. 


3. Applying radical measures to further improve the 
mechanisms of payment operations. There must be 
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greater administrative and criminal liability for officials 
who delay settling accounts and fail to pay back debts, 
especially bank loans, because these actions are most 
responsible for undermining the stability of the 
economy. The president intends to exercise his legisla- 
tive initiative in these matters. It is also necessary to 
establish a harsher system than the existing one for 
controlling and imposing sanctions for violating the 
established norms governing surplus cash and cash turn- 
over. 


4. One of the component mechanisms for overcoming 
the payments crisis must be changing the existing proce- 
dure of collecting taxes and levies from enterprises by 
shifting from advance payments into the budget—a 
system under which the working capital of economic 
entities is drawn off without a source to cover it, which 
artificially exacerbates the payments crisis—to a system 
in which enterprises meet their budget obligations on the 
basis of the end result of their financial-economic 
activity, that is, when they obtain a profit, which is the 
principal source for the payment of taxes. 


5. Introducing an effective mechanism for determining 
and carrying out bankruptcy proceedings, which should 
provide for, in particular: 


—identical rules of bankruptcy and property liability for 
nonpayment of debts for all economic entities regard- 
less of form of ownership; 


—restoring the right of banks to declare a client bank- 
rupt; 


—priority status for the bank’s claim over those of other 
creditors when the assets of a bankrupt enterprise are 
sold; 


—permitting commercial banks to include assets used as 
security on their balance sheets in the event of out- 
standing debt until these assets are fully realized. 


6. Granting financial assistance to state enterprises that 
find themselves in financial difficulties through no fault 
of their own and the operation of which cannot be halted 
without affecting the national interest. 


7, Gradually closing down unprofitable industries cou- 
pled with providing a social safety net for those 
employed in these industries. 


8. Solving the entire range of problems associated with 
the liberalization of exports, implementing an effective 
taxation and hard currency policy that will stimulate 
exports, and introducing flexible mechanisms to protect 
the national market. 


9. Stimulating the all-round development of middleman 
operations, expanding the necessary market infrastruc- 
ture, providing these operations with effective credit, 
which will help overcome the payments crisis. 


10. An important factor in overcoming the payments 
crisis shall be the paying off of all outstanding wages and 
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ensuring that no delays in the payment of wages are 
permitted in the future. For the interim before this 
matter is regulated by legislation, the president of 
Ukraine will issue a decree on the liability of all financial 
entities, including state institutions, for delays in the 
payment of wages. The edict will provide for a standard 
governing the mandatory compensation of losses 
resulting from price increases and changes in foreign 
exchange rates caused by delays in the payment of wages. 


Measures will be worked out to effect a gradual shift to 
the payment of wages on a weekly basis, which will 
significantly accelerate money turnover, reduce the 
devaluation of money by inflation, and become a key 
factor in the overall stabilization of the economy. 


11. The size of state orders will be reduced to correspond 
to the real financial (budget) resources of the state. 


12. The unification of the exchange rate, the liberaliza- 
tion of prices, and the reduction of tax rates will con- 
tribute a great deal to bringing back the money that is 
currently in extrabank (shadow) circulation to be used 
for making payments. 


Expanding Bank Reforms 


Expanding bank reforms and thereby comprehensively 
strengthening the banking system and ensuring that it 
has effective support from the state is viewed as a 
priority in the economic policy of the president of 
Ukraine. Unless radical measures are competently 
applied in this sphere of economic activity, it will not be 
possible to solve the entire complex of tasks involved in 
the market transformation of our administrative 
economy and to ensure that it functions in a civilized 
manner. In light of this, the president of Ukraine will 
initiate the drafting and implementation of a compre- 
hensive State Program for the Reform and Development 
of the Banking System of Ukraine. 


The main thrust of further reforms of the banking system 
is to establish a functionally tested two-tier system of 
banking relations, in which the National Bank of 
Ukraine ensures the stability of money circulation on the 
one hand, and commercial banks perform the full range 
of banking services on the other. To achieve this goal, the 
following measures have to be carried out: 


1. The drafting and passage of a set of laws on banking 
and lending must be substantially accelerated. These 
include, above all, such laws as ‘““On the National Bank of 
Ukraine,” “On Joint-Stock Commercial Banks,” “On 
Specialized Banks,” “On the Monetary System,” “On 
the Credit System,” “On Currency Regulation,"’ and 
others. Unless the Supreme Council approves the neces- 
sary laws in a sufficiently operative manner, solving the 
tasks involved in further reforming the banking system 
will remain problematical. 


2. The president of Ukraine will pursue a policy aimed at 
strengthening the authority of the National Bank of 
Ukraine and elevating its role as the national bank of 
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issue that is responsible for the stable functioning of the 
national monetary unit. In this connection, every 
attempt will be made to support the principle of the 
NBU’s independence and accountabilily only to the 
Supreme Council. The Supreme Council is to approve a 
decree “On the Statute on the NBU's Accountability to 
the Supreme Council.” 


There will also be an initiative to establish a constitu- 
tional norm, under which the chairman of the NBU will 
be appointed for eight years, which will promote stability 
in the management of the NBU. 


In order to coordinate the different aspects of financial 
and credit activity, there will be an initiative to create an 
Interdepartmental Consultative Council on Banks to be 
composed of representatives of the NBU, the Supreme 
Council, the government, the association of commercial 
banks, and other interested institutions. The Supreme 
Council has to approve a special decree on the statute 
and powers of the Interdepartmental Consultative 
Council. The Supreme Council also has to approve a 
decree “On the Mechanism of Interaction between the 
NBU and the Cabinet of Ministers of Ukraine,” thereby 
regulating this matter as well. 


3. Following existing world practice, the president of 
Ukraine will initiate the creation of a system of organs 
responsible for registering banking institutions and over- 
seeing banking activities that is independent of the 
NBU. On the one hand, this measure will make it 
possible to substantially strengthen the effectiveness of 
the NBU’s work as the sole emissions center, and on the 
other, it will help to substantially strengthen government 
control over the performance of commercial banking 
and nonbanking institutions. 


4. In order to increase the security of personal deposits, 
the president of Ukraine will initiate the creation by the 
end of 1994 of a special Personal Deposit Insurance 
Fund. There will be an initiative to pass a Law “On 
Insuring Deposits.” 


5. The president of Ukraine will draw up and implement 
a comprehensive program for expanding the network 
and strengthening and enhancing the role of commercial 
banks in the market transformation of the economy, 
revoking the discriminatory taxation to which they are 
subject, passing normative acts to provide a Icgal base 
for the direct participation of commercial banks in the 
privatization process, restructuring [sanatsiya] loss- 
making enterprises, and augmenting the capital of 
industry and banks to create a competitive national 
financial capital on this basis. 


6. The president and government of Ukraine will imple- 
ment measures to ensure a broader diversification and 
specialization of banking activity and to create special- 
ized banking institutions throughout 1995-97: the 
National Land Bank, the National Corporation for 
Secured Loans, specialized banks for distributing long- 
term state investments, the Ukrainian Bank for Loans 
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for Residential Construction, specialized banking insti- 
tutions to extend credit to farmers, small businesses, 
students, and other banking and nonbanking financial 
and lending institutions. 


7. A presidential edict will be issued by the end of 1994 
On ensuring openness in the work of banking institutions 
and on banking statistics. 


Monetary Reform 


The implementing of measures to stabilize the financial 
and monetary system will create the necessary condi- 
tions for conducting a comprehensive monetary reform 
and introducing a sound national bank note, the 
hryvnya, into circulation. Economic experience shows 
that the potential for making the economy sound and 
transforming it into a market economy on the basis of 
the Ukrainian karbovanets has been exhausted. The 
prolonged delay in introducing the hryvnya into circula- 
tion was one of the fundamental miscalculations of the 
economic policy of preceding years. Monetary reform is 
viewed as essential to the stabilization of the economy as 
a whole. Consequently, the president of Ukraine will 
advocate the principle that monetary reform cannot be 
postponed indefinitely. 


Foreign Exchange Policy 


The principal goal of the foreign exchange policy will be 
to ensure in 1994 the gradual liberalization and decen- 
tralization of the foreign currency market, reopening the 
foreign currency exchange, and setting a unified market 
exchange rate for the Ukrainian karbovanets. The fun- 
damental principles underlying this process have been 
regulated by an edict of the president of Ukraine. 


The following measures are expected to be implemented 
after monetary reform is carried out: 


—establishing a fixed rate of exchange for the hryvnya 
against one foreign currency; 


—prohibiting the circulation on the territory of Ukraine 
of foreign currency and its use as a means of payment. 
Towards this end, mandatory conversion of foreign 
currency into hryvni when payments are made will be 
introduced; 


—offering state property that is being privatized as 
security in the domestic and international markets, 
obtaining a target-oriented long-term state loan to be 
used to stabilize the hryvnya and ensure its convert- 
ibility into hard currency. The stabilization fund for 
the hryvnya will include credits from the IMF and 
other foreign investors; 


—the implementation by the NBU of an active policy to 
support the exchange rate of the national currency; 


—putting in order the system of recording and con- 
stantly controlling the circulation of foreign currency. 
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2. Institutional Transformations 


The creation of a full-fledged socially regulated market 
economy envisages a fundamental acceleration of insti- 
tutional transformations—making radical changes in 
property relations and creating a competitive environ- 
ment, a market infrastructure, and market mechanisms 
to ensure the self-regulation of economic processes. A 
fundamental principle of the new economic policy of the 
president of Ukraine will be that there will be no 
weakening of the state's regulatory influence over the 
overall development of the described processes, but 
rather this influence will be strengthened. It is a matter 
of implementing one of the state’s most important func- 
tions at the stage when an administrative economy is 
being transformed into a market economy. 


It is because the state virtually removed itself in the last 
few years from the objective-oriented creation of a 
market infrastructure, and in many cases even artificially 
hampered this process, that we have the so-called ‘“‘wild 
market” and the existing level of “shadowization” of the 
economy that this produced. The actions of the president 
of Ukraine will be directed at correcting this situation. A 
priority task will be the realization of the principle of the 
directed formation with the assistance of the state of 
modern market mechanisms, the establishment of which 
will make it possible to carry out the corresponding 
civilized dismantling of the administrative levers of 
management. 


The basis of the institutional transformations will be an 
accelerated price liberalization of the economy. Liberal- 
ization coupled with other profound changes will genu- 
inely promote the transformation to a market economy. 
The disproportions in the correlation of these processes 
that emerged in Ukraine's economy in the last few years 
are a principal cause of its present deformation. 


In light of this, the new economic policy of the president 
and government of Ukraine will focus on ensuring the 
structural balance of these processes. Accelerated price 
liberalization must go hand in hand with accelerated 
destatization, privatization, and demonopolization. 
Without the latter, price liberalization will turn into 
another administrative increase in prices that is destruc- 
tive to the economy. Without price liberalization, insti- 
tutional changes in the system of ownership will remain 
functionally unrealized and will not produce the 
expected effect. 


Price Policy 


1. A strategic goal of the price policy is to do away with 
the price deformations that have accumulated in the 
economy and ensure the real unification of national and 
world prices. The only way to accomplish this task is 
through a phased liberalization of prices, a gradual 
transition to a situation in which they are freely regu- 
lated by the market laws of supply and demand. 


Past experience attests to the erroneousness of a shock 
liberalization of prices. In the absence of a market 








This report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners. 














60 UKRAINE 


infrastructure and the necessary competitive environ- 
ment, this method does not produce the desired effect, 
has a negative impact on the state of production and on 
the social climate in society. For this reason, this price 
policy will be based on a phased liberalization that is 
regulated and controlled by the state. Its pace will be 
determined by the financial-economic and social situa- 
tion. 


2. State control of price formation will be effected 
primarily by indirect methods: 


—pursuing an active antimonopoly policy and funda- 
mentally enhancing the role of the Antimonopoly 
Committee in this sphere; 


—regulating monetary and credit emission for the pur- 
pose of maintaining set inflation rates; 


—implementing a policy of currency stabilization; 


—using fiscal policy to stimulate supply on the commod- 
ities market and paid services in such areas as health 
care, education, and residential construction, reducing 
social security benefits to those strata of the popula- 
tion that are protected; 


—stimulating personal savings and the capitalization of 
personal income. 


3. During the transformation to the market, direct state 
control over prices will be quite limited. These means 
will include antimonopoly measures, measures to protect 
consumers from the dictates of monopolists and unfair 
competition, as well as subsidizing the prices of socially 
essential goods and services, the liberalization of which 
will be carried out in stages. We have in mind the prices 
of coal, municipal services, city transportation facilities, 
and gas for household use. 


4. The price policy envisages stimulating the activity of 
various public (nongovernmental) structures (consumer 
associations, trade unions, etc.) that protect the rights of 
consumers and monitor the prices and quality of prod- 
ucts. It is necessary to provide the necessary legal base 
for the work of these extremely important elements in 
the market infrastructure. 


5. The economic policy of the president of Ukraine will 
have as its goal the pursuit of an active but well- 
considered antimonopoly policy and the creation of 
economic and organizational conditions in which the 
functional mechanisms of constructive competition can 
be put into operation. To ensure that the antimonopoly 
policy is effective, it is necessary to substantially 
strengthen its legal base. The Laws “On Unfair Compe- 
tition” and “On Advertising” should be passed as soon 
as possible in order to protect the holders of privatiza- 
tion certificates, small investors, businessmen, and pri- 
vate citizens from unfair competition on the part of 
financial middlemen and other economic entities. An 
appropriate edict of the president of Ukraine will be 
issued for consideration by the Supreme Council. 
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Taking into account the great importance of demonop- 
olizing the economy in order to ensure its comprehen- 
sive market transformation, the president of Ukraine 
will initiate the creation of an Interdepartmental Com- 
mittee on Demonopolization. 


Restructuring Property Relations 


A key task of the new economic policy of the president of 
Ukraine will be to establish a market, multicomponent 
(mixed) economy based on the principles of democra- 
tizing ownership and creating equal rights for all forms 
of ownership—state, private, and collective. 


It will be the goal of the president's policy to carry out 
rapid, state-directed, large-scale corporatization and 
privatization of state enterprises. Not only is this the 
basis for the destatization and market transformation of 
our administrative economy, but it is a decisive means of 
ensuring radical changes in the social structure of soci- 
ety—the formation of the broadest possible stratum of 
real shareholders, that is, owners of functioning capital, 
especially working owners, as well as of a middle class, 
the foundation for conducting genuinely deep reforms. 
The policy of creeping destatization and corporatization 
pursued in preceding years has totally exhausted itself. It 
only helps to delegalize this process and, as such, does 
not serve the interests of the national economy. This 
policy benefits only shadow capital. This policy is 
destructive. 


Development of a Capital Market 


The principal instrument in the successful resolution of 
the entire range of problems involved in destatization, 
corporatization, and privatization of property, its 
democratization, is the formation in Ukraine of a 
modern capital market that meets world standards. This 
is the only basis on which we can ensure the fullest and 
most effective realization of the rights of ownership for 
the widest circle of shareholders, the formation of uni- 
fied, state-regulated rules for the functioning of owner- 
ship, and the accurate assessment of the value of prop- 
erty. At the same time, the capital market can becorne 
the main means of mobilizing accumulation and effec- 
tive structural reorganization. The experience of the last 
few decades shows that this key problem in reforming 
the economy cannot be solved by state-administrative 
methods of management. 


Consequently, the president of Ukraine will make it his 
priority to accomplish the following tasks: 


1. The creation of a special state organ, the Securities 
Commission, which will provide centralized regulation 
of relations in the capital market, oversee the activities 
of those participating in this market, and protect their 
interests. 


2. The creation in Ukraine of an integrated system of 
electronic circulation of securities in the capital market. 
In conjunction with this, we must not delay in passing a 
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whole package of legislative acts on the structural devel- 
opment of a capital market and the mechanisms by 
which this market functions. It is necessary to draft 
legislation to regulate the protection of shareholders’ 
rights, the operations of a National Securities Deposi- 
tory, and other aspects of the capital market. Until the 
Supreme Council passes the necessary legislative acts, 
some of these issues will be regulated by edicts of the 
president of Ukraine. 


3. Special attention will be devoted to the training of 
personnel for the securities market. International finan- 
cial organizations will assist in accomplishing this task. 


Perfecting the Mechanism of Corporatization and 
Privatization 


The necessary conditions for substantially accelerating 
the pace of corporatization and privatization of state 
enterprises have been created in Ukraine. We need to 
complete small privatization during 1995 and transform 
nearly 8,000 medium-sized and large state enterprises 
into open joint-stock companies. 


The attention of the president of Ukraine will be focused 
primarily on solving the following tasks: 


1. Ensuring equal starting opportunities for citizens and 
balancing the interests of all strata of the population in 
the process of privatization—those of labor collectives 
and those of management, those of employees of facili- 
ties that are being privatized and those of employees in 
the budget-financed sphere, in science, education, cul- 
ture and art, military personnel, invalids, and pen- 
sioners. 


2. Beginning in 1995, making property privatization 
certificates negotiable instruments, which will substan- 
tially simplify and activate participation by citizens in 
the privatization process. 


3. Increasing the role of commercial competition and 
auctions in the valuation of property that is being 
privatized using mainly market methods. 


4. Protecting the interests of large and medium-sized 
enterprises from being destroyed as integral technolog- 
ical complexes in the process of their privatization. At 
the same time, it is necessary to take steps to demonop- 
olize the largest enterprises. Demonopolization must 
become not only an integral part of privatization, but a 
precondition of privatization. We must not allow state 
monopolies to be mechanically replaced by private 
monopolies. The latter are no less destructive than the 
former. 


5. Solving a wide range of questions with respect to 
providing a social safety net for employees of facilities 
that are being privatized. 


6. Providing owners of privatized facilities with legal 
guarantees with respect to the possession, disposition, 
and utilization of the land on which the facility stands. 
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7. Including institutional investors—investment funds 
and companies, trust companies, holding companies, 
etc.—in the privatization process. Existing restrictions 
on the participation in the privatization process of 
commercial banks must be lifted and foreign investors 
widely included. 


8. Using the revenues from privatization mainly for the 
technical and technological modernization of produc- 
tion. This requires the creation of a special, extrabud- 
getary fund to provide loans for technical progress. This 
fund will be formed from a portion of the revenues from 
privatization. 


9. The president of Ukraine will initiate the drafting and 
passage of legal acts by the Supreme Council that will 
regulate postprivatization support of enterprises by the 
state, the removal of privatized enterprises from the 
state register and ensuring the creation of a responsible 
owner as soon as possible. Consequently, we will advo- 
cate the creation of privatized medium-sized and large 
enterprises mainly in the form of open joint-stock com- 
panies. 


Management of State Enterprises 


The president of Ukraine will make it his constant 
concern that effective measures are applied to allow the 
state to effectively realize its right of ownership of 
enterprises in the state sector, the size of which will be 
reduced. 


It is planned to draft and carry out a comprehensive 
reform of the management of state enterprises, which 
will have as its goal the setting up of a differentiated 
system of managing these enterprises. Taking into 
account the characteristics of each branch and its spe- 
cific role in performing macroeconomic functions, it is 
planned to establish: 


a) direct state management of a limited number of 
specially designated enterprises in the state sector. These 
may include enterprises in the electric power industry, 
enterprises engaged in the production of nuclear mate- 
rials and special military equipment and weapons, enter- 
prises belonging to the Ministry of Internal Affairs, 
certain branches of transportation, the post office, spe- 
cial communications, sewerage, water and gas supply, 
and certain other enterprises. The state, taking into 
account the special features of these enterprises, will 
establish mandatory state orders for them, the size of 
their wage fund and the proportions in which projits will 
be apportioned, and other economic indicators; 


b) the remaining enterprises will be managed by the state 
through the application of market-driven levers of regu- 
lation. These enterprises will operate as commercial 
entities and will have complete economic independence 
in forming their portfolio of orders, in contractual rela- 
tions, conducting external trade operations, issuing their 
own payment obligations, determining the forms and 
system of payment of wages, apportioning and using 
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profits, and other areas. The state will assist these 
enterprises in adapting fully to the market and in cre- 
ating the necessary conditions for their destatization, 
transformation into corporate structures, and privatiza- 
tion. 


Development of Business Enterprise and Formation of 
the Private Sector of the Economy 


1. The policy of the president of Ukraine shall have as its 
goal ensuring the accelerated formation of the private 
sector, creating the critical mass needed to enable this 
sector to play a perceptible role in the economy and to 
compete in a real way with state enterprises. Every effort 
will be made to restore, based on the mentality, natural 
keen-wittedness, and business acumen of the Ukrainian 
people, a diversity of forms of private ownership in all 
spheres of the economy. In implementing this policy 
with all the mean. at his command, the president of 
Ukraine relies on the fact that broad segments of the 
population have a vital interest in the all-round devel- 
opment of the private sector, in the development of 
small and medium-sized businesses, because these will 
mean new goods and services, capital investments, and 
jobs. As part of his legislative initiative, the president of 
Ukraine will submit a draft law to the Supreme Council 
on the legal protection and inviolability of private prop- 
erty. 


The primary goal of state policy on the all-round devel- 
opment of business enterprise, small and medium-sized 
businesses is to accomplish the following tasks: 


a) creating the necessary legal base to ensure the free 
development of the described spheres of the economy. 
This includes: 


—officially proclaiming and securing in the constitution 
the freedom to engage in business enterprise; 


—establishing the limits of legal regulation of private 
business enterprise (the state has to regulate private 
enterprise, but it is very important to clearly define the 
limits of state interference for the purpose of 
restricting business enterprise); 


—not permitting the organs of state government and 
administration to adopt acts that would give an 
advantage to state bodies and enterprises over private 
business enterprise; 


—augmenting the role of nongovernmental structures 
(unions, assemblies, associations, funds, and others) in 
coordinating the activities of nonstate enterprises and 
Organizations and in carrying out the most important 
government programs. It is necessary to create mech- 
anisms that would provide for the active participation 
of nongovernment structures in solving questions per- 
taining to the state’s support of business enterprise; 


—combating corruption, organized crime, and racke- 
teering and creating secure conditions for the devel- 
opment of business activity; 
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—improving the existing system of state support for 
business enterprise. 


Towards this end, a presidential edict will be issued in 
the very near future “On the State Policy of Support for 
Business Enterprise,” which will provide for: 


—defining the priority trends of business enterprise to be 
stimulated by means of fiscal policy; 


—channeling a portion of the revenues from the priva- 
tization of state property to support and develop 
business enterprise and for the training and retraining 
of the necessary personnel, 


—each year reserving a portion of state contracts for 
private business entities on a competitive basis; 


— assisting in attracting foreign investments and foreign 
aid into the private sector of the economy. 


2. The president of Ukraine will give full support to the 
process of creating and strengthening national capital, to 
increasing its international competitiveness and role in 
the stabilization of the economy, in the structural reor- 
ganization of the economy, and in solving a wide range 
of social issues. When forming this approach, two cir- 
cumstances will be taken into account: first—the legiti- 
macy with which this capital functions, and second— 
that it is invested in the national economy. 


At the same time, the president of Ukraine will use the 
full force of his influence to overcome the shadow 
processes in the economy and the illegal flight of national 
capital out of the country. Unless this problem is solved, 
the creation of a favorable environment for the all-round 
development of private business and civilized market 
relations will always remain problematic. The active 
cooperation between representatives of private business 
structures and the executive branch of government 
depends primarily on solving this problem. 


3. An urgent task in regulating economic processes will 
be the creation of an effective mechanism of interaction 
between the state and private sectors of the economy, 
between production, bank, and trade capital. The effi- 
cient combining of the power of the state with the power 
of capital will be viewed by the president of Ukraine as 
an effective means of overcoming the branch structure of 
management, solving questions pertaining to invest- 
ments, settlement of accounts, and other important tasks 
of economic and social policy. 


In conjunction with this, destatization and privatization 
will be accompanied by a target-oriented process of 
Organizational restructuring of the economy—the cre- 
ation of structures by combining various forms of own- 
ership, including entities with foreign capital, but strictly 
adhering to antimonopoly policy requirements. Not a 
disorderly dispersion of functioning capital, but the 
effective centralization and diversification of capital 
based on what world experience teaches in this respect— 
this is the only way today not only to preserve but also to 
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augment the state’s economic potential, to ensure that it 
is directed and competitive. This is the path that the 
president of Ukraine will steadfastly advocate. 


The president of Ukraine will devote special attention to 
the creation of financial-industrial groups as a very 
effective lever in the structural reorganization of 
Ukraine’s economy, in clearing operations, and in 
attracting investment. These groups will wed the inter- 
ests of businessmen who are linked by a single manufac- 
turing cycle. Existing and specially created banking insti- 
tutions can become part of these groups. Financial- 
industrial groups are to be formed in high-priority 
scientific-technical fields for the purpose of carrying out 
long-term, large-scale national regional and special inter- 
state programs whose goal is to balance the economy, 
expand the export of competitive products that involve a 
high degree of processing, increase the mobility of pro- 
duction, preserve and enhance accumulated science- 
technical and technological potential, and attract foreign 
investments. Industrial-financial groups will be able to 
promote the revival of old and the formation of new 
economic ties with enterprises in other CIS countries. 
The president of Ukraine will do everything he can to 
support the establishment and development of this form 
of organizing economic ties. The president of Ukraine 
will soon sign an edict creating a Coordinating Commis- 
sion to provide expert analysis on matters pertaining to 
the functioning of financial-industrial groups. In addi- 
tion to other things, this commission will consider pro- 
posals for the creation of financial-industrial groups, 
provide expert appraisals of such projects, and maintain 
a single national register of financial-industrial groups. 


Formation of a National Market 


The institutional policy of the president of Ukraine will 
be focused on creating a national market in Ukraine that 
will be comprehensive in nature and organically com- 
bine a capital market, a credit market and a currency 
market, a labor force market and a goods market. Only 
this kind of market will be able to ensure a sound 
economic foundation for the integrity of our state. At the 
same time, the creation of a national market envisages 
increased specialization, creating the most favorable 
conditions for the maximum realization of the special 
features of each region. 


In conjunction with this, the president of Ukraine will 
initiate the development and phased implementation of 
this vitally important long-term state program. It is 
expected that the fundamental! principles of this program 
will be submitted to the Supreme Council for consider- 
ation as early as the first half of 1995. 


The creation of a functionally developed and structurally 
diversified national market does not preclude, but, on 
the contrary, envisages radical measures to liberalize 
external economic activity, including currency relations, 
implementing the principles of an open economy, the 
development of free economic zones, and the gradual 
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integration of Ukraine inte the world economic space. 
The president of Ukraine will view ithe active develop- 
ment of the necessary institutional “tructures of external 
economic activity as an important factor in stimulating 
effective exports, vigorously attracting foreign invest- 
ments, and providing the necessary protection for the 
national market. 


Perfecting Management of the Economy 


The president of Ukraine will take steps to effect a 
structural reorganization of the existing system of man- 
aging the economy. In so doing, he will take into account 
that the branch system of management has to a large 
extent outlived its effectiveness. In fact, the branch 
ministries now serve to brake economic reforms. They 
have largely lost their management functions and have 
no real influence over the state of affairs. This means, on 
the one hand, that the existing system of economic 
management must be structurally reorganized to con- 
form to the realities of economic change, and on the 
other hand, that many of the functions involved in 
managing the economy, and especially the social sphere, 
must be transferred to the regions. 


These issues require a well-considered approach and 
appropriate legislative regulation. A State Program for 
the Development of Regional Economic Management 
and Local Self-Government must be drawn up and 
approved by the Supreme Council before this year is out. 
The adoption of such a program is a key task in the 
endeavor to perfect the system of state management of 
the country’s economy. The president of Ukraine will 
push for settling this question. The goal of the president's 
policy on this matter is to ensure substantially enhanced 
functional powers as well as greater responsibilities for 
oblast executive structures in managing regional econo- 
mies. 


Strengthening Law and Order in the Sphere of 
Economic Activity 


Special attention will be devoted in the president's 
economic policy to a system of consistent administrative 
and economic measures designed to combat the crimi- 
nogenic environment in the economy, which has 
attained dangerous proportions. The plunder of the 
national wealth of Ukraine, its “flight” abroad, the 
mafia, racketeering, bribery, and other forms of crime 
are today perhaps the greatest obstacles to the active 
reform of economic processes, monetary stabilization, 
the development of small and medium-sized business, 
the creation of a competitive environment for the inflow 
of foreign capital, etc. All this undermines the impor- 
tance of reforms in the social consciousness and pro- 
vokes justified wrath among the public. It is therefore 
obvious that unless the situation is radically changed, 
accelerated economic reforms will not be possible. 


The principal goals of the president's actions to 
strengthen law and order in the sphere of economic 
activity will be: 
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—developing and implementing a State Program To 
Prevent and Eliminate Crime in the Economic Sphere; 


—writing and submitting for consideration by the 
Supreme Council drafts of laws that will provide for 
bringing the norms of civil, administrative, criminal, 
and criminal-procedural legislation, legal procedure, 
and the judicial system into conformity with the new 
social and economic conditions; 


—further reforms of the organs of justice, internal 
affairs, state financial control, customs and taxation 
services, strengthening their interaction with the court 
system and the organs of the procuracy and national 
security; 

—strictly monitoring compliance by all ministries, state 
committees, and government departments with legis- 
lative and normative acts that regulaty the economic 
activity of juridical and natural persous. 


The president of Ukraine will devote special attention to 
uprooting bureaucratism, red tape, corruption, eco- 
nomic crimes, sabotage of administrative decisions pro- 
moting reform, poor performance discipline, and legal 
nihilism in all spheres of social life, especially in the state 
apparatus. 


3. Structural Policy 


The key element in the general strategy of economic 
reform is achieving progressive structural transforma- 
tions of the state's national economic complex. This is 
the most difficult task faced by this economic policy, 
which, if left unaccomplished, will make overcoming 
degradational processes impossible. 


Accumulating Investment Potential 


1. Realization of the program of structural changes 
requires vigorous, objective-oriented work to form and 
accumulate an investment potential in the country’s 
economy. The basis of this potential will be: 


—accumulating the personal savings of the population 
by making appropriate changes in the incomes policy. 
In the future, these savings will become the principal 
source of accumulations; 


—investment activity requires that we return to viewing 
amortization as a renovational resource and a finan- 
cial source of capital investments. In Ukraine, due to 
miscalculations in the policy of economic recapitaliza- 
tion, the share of amortization has fallen to 3.4 percent 
of GDP as against the normal levels of earlier times of 
10-12 percent. Restoring rational proportions will 
enable us to substantially slow down the process of 
fixed capital wear, create a demand for new equip- 
ment, and open up opportunities for the country’s 
machine-building industry. Consequently, a policy of 
active, and in the future accelerated, amortization will 
serve as a priority means of accumulating and recre- 
ating the country’s production potential on this basis; 
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—using fiscal methods to stimulate investment accumu- 
lations through the capitalization of profits of all 
categories of economic entities; 


—target-oriented use of revenues from the privatization 
of state property. The existing practice of using these 
funds to replenish the consumption fund and to cover 
the budget deficit is unacceptable; 


—ensuring the stability of the legal base and the system 
of taxation; 


—including institutional investments into the credit 
system—the resources in the pension, trade union, 
insurance, post office, employment, Chernobyl, and 
other funds. The president of Ukraine will initiate the 
passage of appropriate legislation to define the legal 
base underlying the accomplishment of this extremely 
important task; 


—ensuring more effective use of the investment poten- 
tial of commercial banks. Towards this end, the NBU 
must review the degree to which banks are restricted 
in investing in the statutory funds of enterprises. 


2. The policy of accumulating investment potential will 
be founded on the premise that realization of the above- 
named sources of accumulation is to be based on: 


—pursuing an investment-stimulating fiscal policy—a 
policy of moderate taxes, exempting that portion of 
profits that is invested and used to retrain personnel 
from taxes, accelerated amortization, protecting state 
insurance from losses caused by changes in economic 
conditions, etc.; 


—creating special budgetary and extrabudgetary invest- 
ment and innovation funds; 


—allocating the credit resources of all economic entities 
involved in the investment process, including the 
state, solely on a competitive basis; 


—ensuring the comprehensive application of the right to 
secure in investments; 


—carrying out a comprehensive program to promote the 
development of a capital market. 


3. The structural policy of the president of Ukraine will 
also take account of the fact that today Ukraine needs 
significantly larger investments than the recreative 
potential of its own national economy. If we count solely 
on our domestic reserves, the period required to over- 
come existing structural deformations and to optimize 
the necessary ratios will be extended to 25 or more years. 
This means that unless a substantial role is ensured for 
foreign capital in the investment process and the capital 
that has been taken out of Ukraine is returned, our 
country is threatened with the deindustrialization of the 
economy, its effective collapse. Taking this into account, 
an important element in the president's economic policy 
will be the pursuit of an active yet well-considered policy 
of attracting foreign investments. 
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Priorities of Structural Reorganizatien of the Economy 


1. A part of the reason for the structural disequilibrium 
that has greatly increased in recent years is that there has 
been a failure to define those branches that merit priority 
in the implementation of the relevant policy. Under the 
new policy of the president of Ukraine, the bulk of state 
support will go to science-intensive and high-tech 
branches of industry, which will determine Ukraine's 
economic potential in the future and which suffered the 
greatest losses in recent years. The president of Ukraine 
will regard it as his special responsibility not to permit 
the further deterioration of the country’s scientific. 
technical and intellectual potential and to apply effective 
economic mechanisms not just to restore this potential, 
but to stimulate its development on a qualitatively new 
level. As to branches of the economy with a rapid 
turnover of capital—the production of consumer goods, 
the spheres of services and trade—their acceleration will 
be effected solely with the help of market stimulators, the 
growth of entrepreneurship, small business, etc. 


2. In this context, the principal directions that need to be 
followed in the development of the economy on the road 
to its structural reorganization are the all-round devel- 
opment of the highest priority branches of the agro- 
industrial complex (grain farming, flax cultivation, cul- 
tivation of oil-bearing crops and sugar beets) and the 
processing industry, ensuring that they are reoriented to 
produce goods for export, and carrying out on the basis 
of these branches technologically advanced projects ini- 
tiated by the Ukrainian side that are of interest to the 
world community. Defining the indicated priority and 
Carrying out this task will not only result in a change in 
the structural policy that was pursued in preceding years, 
but will produce the appropriate model for the entry of 
Ukraine’s economy into the world arena. This task 
should be accomplished using the organizational form of 
financial-agrarian groups, which should receive all- 
round support from the state. 


3. Ukraine is the strongest among European states in 
metallurgy, power engineering, pipeline transport, aero- 
space rockets and instruments, and the production of 
mineral fertilizers. It has a package of unrealized scien- 
tific-technical projects and results of its research and 
development submitted by the National Academy of 
Sciences and other organizations. They can become the 
center of gravity of the economic interests of neighboring 
states, a certain foundation for the common survival of 
the countries of the East European region, a reliable 
means of attaining self-sufficiency in the production of 
energy and food, of establishing an economic balance, 
and eventually the flourishing of the economy as a 
whole. Pioneering scientific-technical programs can 
become the basis for the rebirth of Ukraine and provide 
a huge impulse to national industry. Taking this into 
account, the president of Ukraine is drawing up a 
comprehensive system of measures to accomplish this 
task. 
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Stages of Structural Reorganization 


It is envisaged that in accordance with the fundamental 
principles of the new economy policy of the president of 
Ukraine, structural reorganization will be conducted in 
stages. 


During the first stage (1994-95), economic growth may 
be engendered by those branches that produce goods for 
which there is a high and stable demand—that is, light 
industry, the food industry, and science-intensive indus- 
trial fields. At this stage, we must immediately overcome 
the catastrophic ruination of scientific-research and 
technological design structures, achieve energy security, 
and prevent new waves of price increases that distort 
value proportions in recreation. Investment activity 
must be controlled, because existing financial resources 
exceed capital investments several times over. Only one 
third of industrial profits are channeled into invest- 
ments. Given the necessary market incentives, there is 
every reason to believe that the process of capital forma- 
tion will be energized. 


The second stage can begin on condition that the mon- 
etary system is stabilized, the securities and capital 
markets are formed, long-term bank loans are restored, 
there is macroeconomic regulation of consumption and 
accumulation, and the institutional forms of large and 
small business are created—first and foremost, financial- 
industrial groups, mixed state and privately owned and 
large joint-stock and multinational corporations. This 
stage consists essentially of developing investment 
activity and maintaining the gross accumulation of fixed 
capital at 20-25 percent of GDP in order to begin the 
technological rearmament of the national economy. 


The third stage entails the transition to a normally 
functioning economy, in which accumulation and the 
rate of investment will be determined by producers 
through the market and the free flow of capital with the 
state pursuing an active structural policy. 


In conclusion, it is anticipated that the phased changes in 
the structural model of the national economy will result 
in a fundamental transformation, which will ensure that 
the economy will function at a new and higher level. 


4. Housing Policy 


Housing policy needs to be fundamentally overhauled. 
We must develop the practice of granting mortgages as a 
way of extending credit for construction and the pur- 
chase of housing, create and develop a housing market, 
steadily increase housing construction, and transform 
housing and municipal services to function without 
subsidies. 

Accomplishing these tasks in a target-oriented manner 
will provide an important impulse for the formation of a 
civilized labor market, as well as a capital market, spur 
the construction complex and the industries associated 
with it, increase the number of jobs, and fundamentally 
diffuse social and political tensions in society. We are 
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speaking of a key element which can not only help to 
overcome the decline of production but can fundamen- 
tally accelerate production processes. 


Consequently, the implementation of an active housing 
policy is regarded by the president of Ukraine as one of 
the most urgent and crucial issues in the state’s new 
economic policy at this stage. The president of Ukraine 
will initiate the drafting of a State Housing Program, 
which will be submitted to the Supreme Council for 
consideration by the end of 1995. 


The successful realization of the new housing policy 
requires the creation of an appropriate legislative basis. 


It is necessary to regulate by legislation: 


—the conditions and list of categories of people whom 
the state will provide with free housing; 


—recognize private ownership of housing, as well as 
establish a real estate tax and a tax on income from 
this property; 


—establish the legal procedure regulating relations in the 
housing market (the processes of buying and selling, 
leasing, exchanging, giving as a gift, inheriting, and 
mortgaging, the terms on which the state and depart- 
mental housing funds and the housing funds of enter- 
prises and cooperatives are to be used) and public 
housing in buildings and boarding homes; 


—regulate numerous issues pertaining to mortgages as a 
way of financing housing construction, the terms and 
procedure for taxing funds used in housing construc- 
tion, the formation of target-oriented family savings in 
housing accounts, a mechanism for recording the 
circulation of special securities used as collateral on 
the capital market, and other matters. 


5. Agrarian Policy 


The state needs a scientifically founded, target-oriented, 
and constructive agrarian policy, the logic and principles 
of which must not only serve the policy of accelerated 
market transformation of the country’s economic 
system, but also be the leading element and stimulating 
factor in this transformation. Virtually no other sector of 
production in Ukraine has such favorable conditions for 
a profound and qualitative restructuring as agriculture 
and other spheres of the agro-industrial complex. How- 
ever, one of the key causes of the deepening crisis in the 
country’s economic system as a whole, and of the virtu- 
ally hopeless situation that has arisen over the last few 
years in agriculture in particular, has been marking time 
in conducting reforms. Only those blinded by prejudice 
can fai! to recognize this fact. 


The strategic goal of agrarian policy is to create a real 
owner and master of the land, promote social and 
economic rural development, solve the food problem, 
and advance Ukraine’s agrarian sector to a world level of 
development. 
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The decisive objective of agrarian policy must be to 
serve the social and economic interests of the peasant 
regardless of which form of ownership and management 
he chooses. Only under these conditions is the dynamic 
growth of the agro-industrial complex possible. 


The president of Ukraine believes that the state’s 
agrarian policy must focus on accelerated reform of the 
entire complex of social and economic relations that 
formed over many decades in the rural community, on 
ensuring that a well thought-out, phased, state-regulated 
liberalization occurs along all the lines of interdepen- 
dence between the agrarian sector and other branches of 
the economy, on creating real parity among them 
through market mechanisms and, in particular, the prin- 
ciple of supply and demand and healthy, constructive 
competition, on forming a financial and credit policy to 
promote the inflow of capital into agro-industrial pro- 
duction, and on target-oriented state support of agrarian 
science and a system of providing the peasants with 
consultation and information as the principal means of 
advancing scientific-technical progress. Only under these 
conditions is the dynamic growth of the agro-industrial 
complex possible. This should be the overall logic of the 
transformation of the agrarian sector, the logic defining 
the essence of the agrarian policy that we propose. There 
is no other alternative. The president of Ukraine counts 
on the people and the corps of deputies to support this 
agrarian policy and relies on their active cooperation. 


Land Reform 


The president believes that the essence, depth, quality, 
and pace of agrarian reforms will depend directly on 
improving land relations, which have become one of the 
principal causes of the decline of agriculture. The state’s 
monopoly on land has proved ruinous not only for the 
peasantry and agriculture, but for the state as a whole. 


We have but a single wish in defining the goal of agrarian 
policy—to create a highly effective, multicomponent, 
market-oriented sector of production, which will be able 
to provide the population with inexpensive and high- 
quality food products, realize the potential and compet- 
itive advantage of Ukraine in the development of agri- 
culture, and substantially expand the country’s export 
potential. This goal can be realized only through radical 
land reform, which must become the foundation for a 
fundamental restructuring of the whole system of pro- 
duction relations in agriculture. 


The principal goal of land reform is to create the kind of 
economic relations in agriculture that would ensure the 
formation of a caring master of the land. Towards this 
end, it is necessary to follow the path of taking maximum 
advantage, taking into account the special features of the 
different regions of Ukraine, of various forms of owner- 
ship—state, collective, and private. This means that in 
solving the fundamental task of land reform—the issue 
of land ownership—we must not be guided by the purely 
political and ideological dogmas espoused by either the 
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right or the left. What we need is a well-considered 
approach on the one hand, and the recognition that there 
is no single uniform solution in carrying out reforms in 
the sphere of land ownership on the other. 


However, the goal of state policy on land reform must be 
to give all-round support to the new functional forms of 
economic relations that must replace those structures 
that over many decades have proved their ineffective- 
ness. Consequently, we need a well thought-out, socially 
and economically balanced state policy that has the 
active support of all branches of government, political 
parties and movements, and the purpose of which is to 
vigorously establish a sufficiently wide arena for private 
land ownership. Private land ownership must become 
the dominant basis for transforming agriculture. This is 
the principled position of the president of Ukraine on 
this key element of agrarian policy, and the executive 
branch of government that he heads will steadfastly 
implement it. 


World experience shows that there is no other way to 
solve the agrarian problem, nor could there be. However, 
this policy envisages actively promoting transitional 
forms on the one hand, while firmly regulating the 
implementation of the right to private ownership of land 
on the other. At the same time, it is necessary to ensure 
the effective use and protection of state lands, especially 
those serving an environmental protection purpose, and 
the forest resources of research farms, which should 
serve as trailblazers in the application of modern high 
technology in agriculture and as suppliers of high-quality 
seed and pedigree livestock. 


Land is a national resource, and it is incumbent upon all 
of us, executive and legislative branches both, to ensure 
that it is used in a rational and effective manner. If we 
fail to do so, we will have failed to justify the high degree 
of trust placed in us by our long-suffering and utterly 
exhausted people, whose reversals have been primarily 
political. We want everyone to understand this clearly. 
The accelerated but well thought-out, state-regulated 
introduction of private land ownership into the sphere of 
agrarian production will not lead to the squandering of 
land, but, rather, to the consolidation of land as the 
country’s national wealth in the real sense of the word. 
Only the private ownership of land will make the peasant 
the real owner of what he produces in deed rather than in 
word. This is the president’s understanding of this issue 
and it will determine his actions. 


The Supreme Council of the preceding convocation 
worked out a legal base that can serve as the foundation 
for the effective implementation of land reform. 


At the same time, the president of Ukraine regards it as 
necessary to put before the Supreme Council the request 
to make a series of essential changes and additions to 
acting land legislation, in particular the Land Code of 
Ukraine. We have in mind legislation to define the 
following important issues: 


UKRAINE 67 


—recognizing the right of every member of a collective 
agricultural enterprise to own land and property. This 
law must clearly establish the principle that the prop- 
erty shares of members of collective agricultural enter- 
prises are their private property in the broadest sense 
of this concept. It is necessary to create a mechanism 
to govern the movement of land shares that would 
prevent the dividing of land plots into small units; 


—establishing a norm under which enterprises divided 
into shares would combine private ownership not only 
of land but also of the property that belonged to 
collective farm enterprises; 


—establishing the right to dispose of lands that are 
collectively owned and to grant land plots to members 
of the collective who wish to leave the collective 
agricultural enterprise; 


—regulating the size of land plots that are inherited 
together with residential buildings and other farm 
buildings; 


—¢eliminating the six-year moratorium on the sale of 
land plots that have been transferred into the private 
ownership of citizens, and reducing the amount of 
state duties on transactions involving the purchase 
and sale of land; 


—simplifying the procedure of transferring land plots 
into collective ownership and permanent use. 


In connection with what has been outlined above, it is 
extremely important for the Supreme Council to pass a 
legislative act on dividing the land of collective agricul- 
tural enterprises into shares as quickly as possible. As 
part of his legislative initiative, the president of Ukraine 
intends to submit a relevant draft law to the Supreme 
Council for consideration. 


At the same time, taking into consideration the lack of 
legal regulation of these matters, the president of 
Ukraine will soon issue an edict “On Immediate Mea- 
sures To Accelerate Land Reform in Ukraine,” which 
will provide for the following measures: 


1. To complete by | January 1995 in accordance with 
acting legislation the redistribution of existing lands 
according to their designated purpose and form of own- 
ership, at the same time ensuring the exclusion and 
transfer of agricultural lands into a reserve category and 
the creation of a reserve land fund. 


2. To transfer without charge into collective ownership 
the lands of collective agricultural enterprises, agricul- 
tural cooperatives, agricultural joint-stock companies, 
including those created on the basis of state farms and 
other state agricultural enterprises, which have been 
designated as comprising the difference between the 
total land area belonging to these enterprises and the 
land area that is to remain in the private ownership of 
citizens and as the property of the state (environmental 
protection, forest, water, and reserve funds, etc.). 
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The right of collective ownership of land takes effect 
after the passage of a decision by the relevant council of 
people’s deputies. 


3. To carry out in accordance with the decision of the 
members of collective agricultural enterprises, agricul- 
tural cooperatives, and agricultural joint-stock compa- 
nies, including those created on the basis of state farms 
and other state agricultural enterprises, the division of 
collectively owned land into shares. Included in the total 
land area subject to division into shares is the land under 
private plots in amounis due to shareholders calculated 
per family member. 


4. To grant each member of a collective agricultural 
enterprise, agricultural cooperative, agricultural joint- 
stock company, including those created on the basis of 
state farms and other state agricultural enterprises, 
including pensioners, a land plot free of charge, without 
allotting it in physical terms in the amount of the 
designated share in cadastral (full) hectares, taking into 
account the average quality of the given farm’s land. 


5. Until the appropriate state documents are issued, the 
decision of the council of people deputies in whose 
jurisdiction the land plot is located will serve to confirm 
the right of collective ownership of land and private 
ownership of a land share. 


6. The owners of land plots have the right to combine 
their land plots (shares) on a voluntary basis to create 
joint ventures, associations, unions, joint-stock compa- 
nies, and other cooperative enterprises and organiza- 
tions, the right to pass this land on to their heirs, make 
gifts of it, exchange it, mortgage it, the right to freely 
(without needing the consent of other coowners) leave 
the collective agricultural enterprise and use their land 
share to create individual or cooperative enterprises, the 
right to lease and sell their land to citizens of Ukraine but 
with no change in the designated purpose for which the 
land may be used. Members of collective agricultural 
enterprises have precedence in the right to buy land plots 
(shares) on equal price terms. 


When a citizen leaves a collective agricultural enterprise, 
he is granted a land plot in physical terms by a decision 
of the appropriate council of people’s deputies, the size 
of which is determined on the basis of the quality of land 
and its location. 


The president of Ukraine counts on the active support of 
all interested persons in the full and effective realization 
of the fundamental principles of this edict. 


The following important issue also needs to be regulated 
by law. We have in mind state support for the develop- 
ment of subsidiary plots. These plots must receive all the 
same forms and types of benefits as those granted to 
private farms under acting legislation. The president of 
Ukraine intends to regulate this question in his edict. 


We must also regulate by law in the shortest time 
possible all existing problems associated with the estab- 
lishment of private ownership of land plots used as 
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production areas and service facilities. It is necessary to 
provide mechanisms governing the purchase and sale of 
these plots. As an interim measure, the president of 
Ukraine intends to propose a mechanism governing the 
sale of the property right for the long-term leasing of land 
for 49 and more years. The owner of this right may sell, 
put up as security, or give away this right without the 
consent of the leaseholder. 


Commercializing Agrarian Relations 


In carrying out his agricultural policy, the president of 
Ukraine will base his position on the fact that effective 
land reform is only possible if the principal measures 
applied to carry out this reform are combined with a 
radical program of commercializing the entire complex 
of agrarian relations. Unless there is a certain synchro- 
nization in the agrarian sector of the economy, destruc- 
tive tendencies can develop that will create even greater 
disequilibrium in the agrarian sector. 


The principal means of commercializing agrarian rela- 
tions will include: 


a) the effective privatization of facilities in the pro- 
cessing industry, procurement of agricultural products, 
and trade enterprises that deal in food products, with 
priority given to agricultural producers. The first order 
of business is the civilized privatization of food stores, 
preserving their specialization for a three-year period; 


b) replacing the existing mechanism of procurement of 
agricultural production and food. This involves elimi- 
nating the state’s monopoly beginning in 1995 over both 
processing and the procurement of agricultural products. 
To accomplish this, a two-channel structure of agricul- 
tural procurement is planned: 


—a state contract system to encompass only the procure- 
ment of goods needed to meet the special needs of the 
state and executed on the basis of budget allocations. 
This will amount to 20-30 percent of current state 
procurements. These purchases must be made from 
agricultural producers of the principal kinds of pro- 
duction in physical terms and taking into account the 
size and quality of their land and their regional (zonal) 
specialization; 


—an exchange-contract system, which can involve pur- 
chases of any amount, quality, and assortment of 
products, based on the interests of producer enter- 
prises and the buyers of the products, including mid- 
dlemen. The buyers and sellers of this production may 
be state enterprises, organizations, institutions, and 
authorized organs; 


c) the effective realization of a whole complex of mea- 
sures to commercialize agrarian relations envisages a 
gradual liberalization of the prices of agricultural and 
food products, with these prices to be determined by the 
real state of supply and demand. This extremely difficult 
and responsible measure will make it possible to estab- 
lish an effective and socially just market mechanism for 
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ensuring price parity between agricultural production 
and the industrial goods and services used by farms 
independently of administrative management levers and 
the “will’’ of the state official. 


Taking into account the complexity of this whole set of 
problems associated with the need for substantially 
expanding and radically accelerating agrarian reforms, 
the president of Ukraine will urge the passage of the 
State Program for the Development of Agrarian Reforms 
in Ukraine. 


6. External Economic Policy 


To implement radical changes in Ukraine's economy, it 
is necessary to make profound changes in the state's 
foreign policy, substantially improve its effectiveness, 
and restructure it on the principles of democratization, 
demonopolization, and deideologization. Taking this 
into account, the external economic policy of the presi- 
dent of Ukraine will focus on accomplishing the fol- 
lowing tasks: 


1. Ensuring a transition to an active export-oriented 
strategy of economic growth based on objective-oriented 
formation and effective realization of Ukraine's export 
potential in the priority branches of the economy. This 
strategy is to become the material basis for the gradual 
integration of our country into the world economic space 
and serve as one of the “engines” that will pull Ukraine's 
economy out of the deep crisis in which it currently finds 
itself and ensure its structural reorganization. 


2. The second most important feature of the new 
external economic policy will be that it will combine 
measures designed to consistently liberalize the sphere of 
external economic ties and to create genuinely equal 
opportunities for external economic entities with various 
forms of ownership and management with an effective 
regulatory role for the state in this sphere using mainly 
market rather than administrative means oi regulation. 
This approach envisages the active application of cur- 
rency, taxation, credit, insurance, and other market 
levers to regulate external economic ties. 


3, Ukraine's ability to integrate into the world economy 
and the dynamization of its external economic relations 
depend to a large extent on how well the legal and 
institutional principles of external economic activity in 
Ukraine comply with the universally accepted principles 
formulated by the UN and its specialized organizations. 
It will be the goal of the president’s policy to steadily 
move towards the requirements of GATT and the World 
Trade Organization that is being formed in accordance 
with the decision of the Uruguay round of negotiations 
within the framework of the General Agreement on 
Tariffs and Trade. 


4. The president of Ukraine will continually focus on 
improving the regional crientation of the country’s 
external economic policy. 
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In light of the objective historic interdependence of the 
economies of the countries that formed after the collapse 
of the USSR, one of Ukraine's most important external 
economic priorities will be our state’s active economic 
cooperation with Russia and other countries of the 
former Soviet Union and developing relations in con- 
junction with the existence of an economic union of CIS 
members. To accomplish this, decisive steps will be 
taken to restore artificially severed economic ties and to 
eliminate economically unjustified customs and pay- 
ments obstacles in export-import transactions. At the 
same time, measures will be applied to radically restruc- 
ture the existing system of cooperation with these coun- 
tries on the basis of mutual advantage and economic 
expediency. Priority attention will be focused on coop- 
eration in production and in the scientific-technical 
field, on creating joint ventures and financial-industrial 
Structures, On carrying out joint infrastructure projects, 
and on cooperation in third-party markets. 


At the same time, it is the president's position that 
Ukraine cannot return to the ruble zone. Not only would 
this be a step that offers no prospects, but it would pose 
a threat to our statehood. Consequently, the president of 
Ukraine will advocate the signing by the CIS countries of 
an equal and symmetrical currency and payments treaty 
based on a supranational .nonetary unit. Ukraine will 
consistently pursue a policy of geographic diversification 
in its external economic relations. This is essential to the 
economic security of the state, which cannot be reliably 
guaranteed if there is a one-sided dependence on certain 
countries or markets for sales and supplies. The eco- 
nomic security of the state must not be founded on 
economic self-isolation, but on a more balanced and 
equal development of economic relations with different 
countries of the world. 


New sources of critical imports and new markets for 
Ukrainian products will be sought in relations with 
countries with a developed market economy and with 
developing countries. It is especially important to stress 
that the president of Ukraine will not show preference 
for those countries and their regional groupings that view 
Ukraine as no more than a source of cheap raw materials 
and labor (in the fields of both physical and intellectual 
labor) or as a market for goods of inferior quality at 
inflated prices. Priority will be given to those who regard 
our country as an equal partner for cooperation in the 
fields of high technology, who show readiness to promote 
investments into priority processing branches of 
industry, agriculture, transport, communications, and 
other projects that will help to substantially enhance the 
quality of our society's economic potential. The state will 
do everything in its power to encourage the investment 
in Ukraine of foreign capital that brings with it modern 
technologies and advanced forms of organizing produc- 
tion and management while maintaining the highest 
standards for protecting the environment and the health 
of the people. 


5. While pursuing a policy designed to fundamentally 
dynamize the expansion of external economic relations 
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and liberalize them, the president of Ukraine will not 
permit a situation in which developing processes in the 
sphere of external economic relations produce extremely 
adverse consequences for Ukraine's economy. We have 
in mind the great flight of national capital out of 
Ukraine, which puts in doubt the investment-financial 
security of national programs for reforming the 
economy. Combating this phenomenon requires 
applying comprehensive measures to radically improve 
the investment climate in Ukraine. At the same time, our 
country cannot go on any longer without an effective 
system of export and foreign currency controls. One of 
the priority goals of the state’s external economic policy 
will be to put such a system in place. 


The current state of economic transformation requires 
state intervention in the process of forming the structure 
of imports into Ukraine, the temporary application in 
certain cases of limited protectionism in order to create 
the necessary conditions for structural reorganization in 
priority branches of the economy. Taking this into 
account, Ukraine’s customs policy will be based on the 
need to encourage imports of investment equipment, 
especially high-tech equipment, of components and 
assemblies used in cooperation, and spare parts for 
equipment. At the same time, the fact that Ukraine is 
capable of effectively manufacturing much of what com- 
prises consumer imports today will also be taken into 
account. 


6. Taking into account the complexity of accomplishing 
the above tasks, the president of Ukraine will take steps 
to ensure that the conception of Ukraine's long-range 
external economic policy is completed and submitted for 
consideration to the Supreme Council. A State Program 
for the Development of Ukraine’s Export Potential will 
also be drawn up. 


7. Social Policy 


The full range of measures encompassed in the presi- 
dent's social policy will focus on ensuring that the 
macroeconomic transformation is organically linked 
with the social goals of reforms to the extent that existing 
financial resources permit. Consequently, social policy 
will be based on the recognition that it must, first, be 
appropriate to the state of the economy, second, assist in 
surmounting the crisis, and third, ensure that the min- 
imum requirements of the living standard are met. At 
the same time, the goal of the full range of social policy 
measures will be to preserve and restore the nation’s 
labor potential, create the necessary motivation for pro- 
ductive labor, prevent mass unemployment and the 
progressive collapse of the social sphere—health care, 
education, culture, and other elements of the social 
infrastructure. All the work done by the president and 
government of Ukraine, their great responsibility to the 
people, will ultimately be determined by their ability to 
accomplish these difficult tasks. These tasks will be 
carried out in the following principal areas: 


1. The policy of providing a social safety net for the 
able-bodied population will boil down to creating the 
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necessary conditions to enable every worker to attain 
greater prosperity through his own labor, enterprise, and 
business activity. Towards this end, the president of 
Ukraine will initiate the abolishment of existing artificial 
consumption fund restrictions and implement a policy 
of stimulating rather than curbing effective demand. 


2. The key issue on which priority attention will be 
focused will be the phased comprehensive structural 
reform of wages, the purpose of which will be to ensure 
a transition from the existing model, which is based on 
the low cost of labor and a high proportion of free social 
services, to a new model, which envisages high wages for 
labor and paid services. Carrying out this reform will 
make it possible to significantly increase the share of 
wages in the structure of social income and raise them to 
match the increased level of prices, as well as fundamen- 
tally decrease the pressure of social spending on the state 
budget. The significant increase in the value of labor will 
also be exceptionally important in protecting the labor 
force in the process of Ukraine's entry into the world 
economic space. 


In the process of carrying out wage reforms, steps will be 
taken to put in order the regulating function of the 
minimum wage. 


The minimum wage cannot be lower than the officially 
established poverty line. In connection with this, the 
minimum wage will be gradually increased during 1995 
until it amounts to 30-40 percent of the average wage in 
the national economy, and by the end of 1996, to 60 
percent, which is the amount recommended by the 
International Labor Organization. A qualitative step 
ahead in the reform of wages and increasing their func- 
tional role will be the establishment, beginning in the 
middle of 1997, of a minimum hourly rate. The system 
and mechanism for determining wages in the production 
and nonproduction sectors of the economy will be 
improved. 


The president of Ukraine also takes the position that an 
indexing mechanism should be in effect during the 
periods between each determination of the new min- 
imum wage. The rate of such indexation is to reflect the 
specific economic situation. 


[no number 3 as published] 4. An important measure in 
reforming the system of wages must be to ensure pro- 
gressive changes in the ratio between the rate and above- 
rate portions of wages. This involves raising the propor- 
tion of the rate in the average wage from the critical level 
(15-25 percent) to the optimal amount (70-80 percent). 
This will promote greater labor productivity and ensure 
optimum and economically justified differentiation in 
wages between branches, professions, and positions held. 


In reforming the system of wages, particular attention 
will be given to establishing justifted interbranch coeffi- 
cients in the General Rates Agreement, which would 
provide for establishing wage levels in the different 
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branches of the national economy on the basis of labor- 
intensiveness, degree of danger posed by an industry, 
and employee skills. The approved wage coefficients will 
4 mandatory for enterprises with all forms of owner- 
ship. 


5. In connection with the liberalization of prices and the 
foreign exchange rate, a complex of measures will be 
applied for the purpose of accumulating the necessary 
financial resources to provide the appropriate unem- 
ployment assistance, protect jobs in the process of desta- 
tization and privatization, stimulate the development of 
small enterprises and self-employment, initiate a system 
of public works, and provide professional retraining for 
persons who have lost their jobs. At the same time, 
measures will be applied to substantially increase the 
functional role and performance of the employment 
service. 


At the same time, a special program will be put into 
effect to protect low-income families with many children 
and single-parent families, nonworking pensioners, inva- 
lids. There will be monthly indexation of cash payments 
to the described categories of population to adjust for the 
real rate of inflation. 


6. In connection with the liberalization of rent and 
utilities charges, compensation for the cost of rent will be 
paid based on the material stratification of the popula- 
tion. These subsidies will be gradually decreased so that 
rent does not amount to more than 15 percent of the 
average monthly income of a family. For needy citizens, 
assistance in connection with rent increases will be 
granted on a targeted basis using such forms of compen- 
sation as property certificates (housing vouchers). 


7. The president and government of Ukraine will initiate 
a thoroughgoing pension reform, ensuring a just system 
of pension payments that takes into account each indi- 
vidual’s work record. 


8. Local organs of self-government will focus their atten- 
tion on the effective realization of the principle of 
providing targeted social assistance. This assistance will 
be provided on a differentiated basis in cash and in kind 
in the form of medical care, various types of municipal 
and consumer services, and financial benefits. The state 
will offer ethical and fiscal incentives to promote the 
creation and expansion of the sphere of activity of 
territorial social assistance funds and the development of 
charitable organizations. 


9. An important aspect of social policy will be the 
transfer of state property into private use, thereby 
ensuring that a wide stratum of shareholders is formed 
who participate in a real way in the division of profits. 
The president of Ukraine will initiate the passage of 
legislation that will reliably protect the rights of share- 
holders. Proposals will be made to create a system of 
state insurance for personal deposits, routine indexation 
of savings in savings banks, and phased compensation 
for loss of earlier savings by converting them into 
property assets. 
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10. The president and government of Ukraine will do 
everything they can to ensure that the state safeguards 
society's intellectual potential and promotes the effective 
use and growth of this potential, fostering the steady 
enhancement of the role and prestige of engineering and 
technical personnel, managers, the scientific and creative 
intelligentsia—scholars, writers and artists, physicians, 
teachers, employees of cultural institutions—and the 
equivalent valuation and remuneration of their work. 


11. The president of Ukraine will do everything in his 
power to ensure stable financing and state support for 
the development of the spiritual sphere, education, sci- 
ence, and culture and to prevent its commercialization. 
At the same time, steps will be taken to stimulate the 
creation of nonstate scientific, cultural, and educational 
institutions, as well as the establishment of medical 
insurance, and promoting partnership between the state 
and private institutions in deciding many aspects of 
social policy. 


12. The president of Ukraine will pursue an active youth 
policy, a policy of protection of families, maternity, and 
children. Steps will be taken to help young people to 
adapt to the conditions of a market economy and to 
provide young men and women with guaranteed oppor- 
tunities to obtain an education, professional training, 
and employment. A system will be established to provide 
long-term loans for the training of personnel, assistance 
to students, and helping young people to start businesses. 


13. A key element in the social policy of the president of 
Ukraine will be the decentralization and destatization of 
this policy. The bulk of social spending will increasingly 
be shifted to the local and regional levels. Measures will 
be applied to ensure that the specialization of social 
facilities that are on the books of state enterprises and 
Organizations is not changed in the process of privatiza- 
tion and that they are handed over to the local authori- 
ties. Local municipal taxes will be collected to finance 
these facilities. At the same time, fiscal policy will be 
used to stimulate social investments by enterprises and 
Organizations in the private sector. Their share in the 
total structure of social expenditures is expected to grow 
steadily. 


The state will continue to finance the construction of 
social facilities that fall under national jurisdiction and 
those provided for by national programs. 


14, The president of Ukraine will advocate introducing a 
system of paid services for high-income strata of the 
population. 


15. The president and government of Ukraine will 
pursue an active environmental policy. To ensure the 
rational utilization of natural resources and protection of 
the environment, priority will be given to the develop- 
ment and implementation of an appropriate legal base. A 
National Program for Environmental Protection and the 
Utilization of Natural Resources will be drafted and 
submitted to the Supreme Council for consideration. 
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8. Conditions for Implementing Market Reforms 


As both world and our own experience shows, a suc- 
cessful transformation to a market economy depends not 
only on there being an integral, scientifically founded 
strategy and tactics for carrying out this transformation, 
but also on a host of organizational, sociopolitical, and 
ideological factors. The latter are especially important at 
the current turning point in reforms when making rad- 
ical changes in the economic policy pursued in preceding 
years and clarifying long-term goals has taken on excep- 
tional significance. 


With respect to the contemporary political and eco- 
nomic situation in the country, ensuring the following is 
of primary importance: 


—a strict executive hierarchy and restoring control over 
social and economic processes on this basis; 


—thoroughgoing coordination of the activity of legisla- 
tive and executive branch bodies; 


—comprehensiveness and coordination of executive 
measures that have as their goal ensuring reforms of 
various aspects of economic activity; 


—expanding the social base of market reforms and 
ensuring that they have mass support. 


In order to establish these prerequisites, the president of 
Ukraine will apply the following measures: 


1. The president of Ukraine believes it necessary to 
submit a proposal to the Supreme Council to create a 
Higher Economic Council of Ukraine to include the 
chairman of the Supreme Council of Ukraine, the prime 
minister of Ukraine, the ministers of the economy and 
finance, the chairman of the National Bank of Ukraine, 
representatives of trade unions, the president of the 
Ukrainian Union of Businessmen and Entrepreneurs, 
and the presidents of leading private business associa- 
tions. This higher economic council could assume the 
responsibility of adopting decisions on the most impor- 
tant issues related to the strategy and tactics of economic 
reform and perform the relevant coordinating functions. 


2. To ensure vertical coordination of economic reform 
measures, a consultative Regional Council has been 
created to advise the president of Ukraine. 


3. The president of Ukraine will implement additional 
measures aimed at structural reorganization and 
ensuring stricter centralization of national executive 
bodies. The difficult tasks involved in reforming the 
economy cannot be accomplished without such central- 
ization. 


4. To ensure that the strategy and tactics of economic 
reform are scientifically founded, a College of Advisers 
and a group of scientific consultants have been formed to 
serve the president of Ukraine. Measures have been 
worked out to ensure the necessary coordination of the 
work of scientific collectives of economists and to obtain 
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the necessary sources of financing for this work, 
including foreign funds, as well as the assistance of 
foreign experts in a consultative capacity. 


5. The president of Ukraine will advocate enhancing the 
constructive influence on the progress of economic 
reforms by the fourth estate—the mass media, that is, 
newspapers, radio, and television. 


6. In order to create favorable conditions for the suc- 
cessful implementation of the entire complex of social 
and economic changes, the president of Ukraine will 
initiate an active policy of social partnership, construc- 
tive cooperation and coordination through dialogue of 
the interests of producers, businessmen, and the state. 
This being a matter of extraordinary national impor- 
tance, the Supreme Council should pass a special law 
‘On Social Partnership in Ukraine” clearly defining the 
principal parties to this social partnership, the procedure 
for achieving agreement of interests, and the mecha- 
nisms for making decisions and implementing them. 


The president of Ukraine will advocate all-round sup- 
port for trade unions and enhancing their role in all 
spheres of social life, and, above all, in social and 
economic policy. 


The president of Ukraine also intends to follow the 
example of Russia in initiating a national Accord on 
Social Harmony in Ukraine. Without such harmony, 
without a real consolidation of legislative and executive 
authority, and without the consolidation of political 
parties and movements and the population as a whole, it 
will not be possible to effectively pursue the policy of 
economic reforms in order to surmount the crisis and 
halt the continued decline in the living standard. 


Today, as never before, Ukraine is ready for constructive 
actions that will radically revive its economic system, 
which will make it possible not only to halt the steep 
decline of the living standard, but also ensure in a short 
period of time the attainment of new parameters in order 
to satisfy the entire range of the people's vital interests. 
The very essence of the economic and social policy of the 
president of Ukraine, the principal directions of which 
are defined in this report, is to realize this readiness - 
basing himself on the political trust in him expressed by 
the voters, on the will of the people, and on the all-round 
support of the Supreme Council, the major political 
forces, and the public. 


Kuchma Presidency Viewed Negatively 


954K0166A Moscow NEZAVISIMAYA GAZETA 
in Russian 19 Oct 94 p 3 


[Article by Vitaliy Portnikov under the rubric 
“Ukraine”: “One Hundred Days of Impotence: Will the 
New Economic Program Help Leonid Kuchma?"’] 


[FBIS Translated Text] One hundred days after the 
victory of Leonid Kuchma in the presidential elections 
in Ukraine, the country found itself in the economic and 
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political abyss where it was foretold to be during all the 
preceding months. The impoverishment of the popula- 
tion had become not simply poverty, but the impossi- 
bility of surviving until wages were received or going on 
pension; the karbovanets, whose exchange rate even 
several months ago held at the level of 45,000-50,000 to 
the dollar, was now celebrating “black Tuesdays,” 
“Wednesdays,” and ‘‘Thursdays” every day and reached 
the level of 100,000 karbovantsi to the American dollar. 
The structures of power which hate one another have 
difficulty showing happy faces when someone appears 
under their rivals’ control. During his pre-election cam- 
paign, president Kuchma promised to bring order to 
Ukraine within a month, but only three months after the 
victory, economists surrounding the president decided 
finally to submit a radical economic program combining 
market slogans and the proposals of the IMF to the 
parliament for review. It is unlikely that Kuchma, who 
while premier did everything possible to impede the 
market reforms and support the dying military- 
industrial complex, was suddenly imbued with faith in a 
market economy. Most likely, the IMF proved to be the 
only structure able to provide credits to Ukraine now. 


But should we now accuse Leonid Kuchma of de facto 
abdication for 100 days from management of the 
country which trusted him? Kuchma’s team was inclined 
not so much to victory as to accumulating capital 
obtained under populist and utopian integrationist slo- 
gans. After the success in the structures of power, a 
layered pie was baked out of the unprincipled political 
careerists who surrounded Kuchma during his struggle 
with the old apparatchik president Leonid Kravchuk, 
careerists whom they were forced to keep, gritting their 
teeth because of the shortage of honest young specialists 
capable of forming a new political elite. Let us also recall 
the teams of premier Vitaliy Masol and the chairman of 
parliament, Aleksandr Moroz, who claim the primary 
roles, in order to understand the atmosphere of chaos 
which has taken shape in the structures of power. It is 
precisely in such circumstances that the appearance and 
establishment of the new center of power which took 
shape around the guiding power structures of the expe- 
rienced and energetic vice premier Yevgeniy Marchuk 
became possible. The power structures have also now 
become the cushion which provides insurance for the 
experiments of the new Ukrainian leaders. 


Improvement in relations with Russia was one of the 
main pre-election slogans of Leonid Kuchma, and work 
on the important Russian-Ukrainian treaty which Boris 
Yeltsin and Leonid Kravchuk decided to conclude con- 
tinued fairly vigorously in the first months of Kuchma’s 
presidency. But never before has the Ukrainian admin- 
istration’s activity caused such open annoyance in the 
Russian capital. President Yeltsin canceled his visit to 
Kiev several times, showing Kuchma that he should visit 
first. Premier Chernomyrdin left the Ukrainian capital 
offended at Kuchma’s proposal to write off the billions 
in Ukrainian debts for energy media. Vice Premier 
Shokhin was vexed at his Ukrainian partners’ proposal 
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to divide up the assets of the former Union. Within the 
framework of the important treaty which Presidents 
Yeltsin and Kuchma are to sign, virtually all the unde- 
cided problems of bilateral relations remain. After trying 
to declare Russian the official language in Ukraine, 
Kuchma slammed on the brakes, running up against the 
opposition of the national democratic intelligentsia. 
Despite all that, the president, whose rhetoric is 
sounding more and more like that of his predecessor, 
Leonid Kravchuk, is by no means rid of the accusations 
of too pronounced pro-Russian sympathies. 


To his team, the Crimean population's vote for Leonid 
Kuchma during the presidential election seemed a final 
and irrevocable solution of the Crimean problem in 
favor of Ukraine and the Kiev administration. But it 
proved fairly quickly that the Crimean leadership was 
attempting not so much to support Kuchma in the 
election as to take advantage of the initial weakness of 
the new president's positions in order to carry out their 
own political intentions. The process of separating off 
the Crimea from Ukraine was interrupted only by the 
internal political crisis in the autonomous structure, 
when Kuchma suffered an actual defeat after proposing 
to the peninsula's conflicting power structures a zero 
option which they rejected. Although the further devel- 
opment of events in the Crimea can still be interpreted in 
Kuchma’s favor—eventually his child's father-in-law 
became the new prime minister of the autonomous 
structure, the president of Ukraine can hardly speak of 
himself now as a person who can actually influence the 
behavior of the leading political forces and power struc- 
tures of the Crimea. The Crimean events have even more 
far-reaching consequences. If we suppose that in 
observing the situation in the Crimea, the presidential 
administration threw away a possible way out of the 
presumed confrontation between the president and the 
Supreme Soviet in Ukraine itself, it is difficult to under- 
stand how President Kuchma can oppose the Ukrainian 
parliament if it as a result of the logic of its leftist 
majority resists radical market reforms 


The parliament will simply have to shift to decisive 
Opposition to President Kuchma, if Leonid Danilovich 
does not renounce the market program he has proposed. 
Kuchma is now required to talk about the reforms, and 
the Supreme Council, to block these reforms out of a 
sense of social justice and hatred of private ownership 
characteristic of the communists. So people who in the 
first stages held to certain views and principles (ulti- 
mately the communists and socialists supported Leonid 
Kuchma during the second round of presidential elec- 
tions) parted ways because of the difference which their 
duty imposes on them or the absence of that duty—the 
post dictates the guidelines. And the coming confronta- 
tion hardly promises to be very civilized. Having dem- 
onstrated how much more difficult it is to work than to 
make promises, a common thing for leaders who come to 
power under populist banners, Leonid Kuchma 
advanced a program which has no supporters in parha- 
ment, nor performers in the government, nor revisers in 
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the presidential structures. Incidentally, there is the hope 
that while the president and the parliament are fighting 
for and against this document, a new political elite of 
Ukraine able to come into the arena when the bank- 
ruptcy of the present structures of power becomes 
obvious not only to analysts but also to Ukrainian voters 
will finally begin to crystallize around Leonid Kuchma 
and in parliamentary and governmental circles. And, 
most likely, only these new people will be able to realize 
the proposals the president has now made. Incidentally, 
it is now very difficult to predict the development of 
events in Ukraine. On the edge of the abyss, one can still 
calculate a formula for equilibrium; but in the abyss 
itself, a country in which people propose to live on a $4 
pension and $10 wages becomes unpredictable. 


CP Legalization Seen as Left Show of Strength 


954K02054 Moscow NEZAVISIMAYA GAZETA 
in Russian 21 Oct 94 p 3 


[Article by Vitaliy Portnikov: “Revenge or a Demonstra- 
tion of Strength? Do the Ukrainian Communists Want 
To Evict President Kuchma From His Residence?”’} 


[FBIS Translated Text] The kisses in the meeting hall of 
the Ukrainian Supreme Council told the story more 
accurately than the electronic panel: The ban on the 
activities of the Communist Party of Ukraine [CPUk], 
instituted after the events of August (1991) in the former 
Soviet Union, had been repealed. This event disrupted 
the parliamentary session—even then, falsifications had 
been discovered in the course of the voting and Parlia- 
ment Speaker Aleksandr Moroz did not sign the 
Supreme Council's decree. 


Obviously, the fate of the ban's repeal will still be 
considered by the parliamentarians; however, this sym- 
bolic act demonstrates better than anything else the 
intentions of the leftist majority in the Ukrainian parlia- 
ment. At first glance, it does not change anything: 
Indeed, immediately after the banning of the KPU 
[CPUk}, the Socialist Party was created, headed by the 
former leader of the communist majority in the parlia- 
ment and current chairman of the new Supreme Council, 
Aleksandr Moroz, and then the new Communist Party of 
Ukraine was created. These organizations managed to 
win in the parliamentary elections, having become 
stronger in the country’s eastern and central regions, and 
to influence the course of the presidential campaign. 
However, the present repeal of the August ban has 
become a demonstration of the solidarity of the leftist 
parliamentary majority and its willingness to make any, 
sometimes irrational, decisions in order to demonstrate 
its strength. 


“The time will come when those who are laughing today 
will be sorry!’ —these words, hurled at journalists by the 
first secretary of the Communist Party of Ukraine's 
Central Committee, Stanislav Gurenko, at a press con- 
ference immediately after the breakup of the GKChP 
[State Committee for the Emergency Situation], have 
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proven to be prophetic. A far-sighted politician, 
Gurenko had made a better assessment of the potential 
of the Ukrainian “leftists” than the nationalist demo- 
Crais, who were intoxicated by the collapse of the empire 
and communism. From this point of view, the willing- 
ness of the “thick-headed” Ukrainian communists in the 
parliament to support the nationalist democrats and the 
sovereign communist elite of Leonid Kravchuk in 
declaring Ukraine's independence no longer looks like a 
consequence of fright and paralysis of will, but rather, 
like a hope that it would be easier to get revenge in the 
separated country. So far, this hope is being realized. 
However, in contrast to past years, the communists no 
longer have any kind of positive program. The “Socialist 
Economy of Ukraine” has been destroyed, and neither 
the communist leaders nor any other political leaders 
know how to feed the population, but, meanwhile, the 
desire to torpedo the program of radical reforms, pro- 
posed by Leonid Kuchma, is great. 


The repeal of the ban on the activities of the CPUk, of 
course, may create another mass of special legal cases. 
On the one hand, such a party never did exist: There was 
a territorial organization of the CPSU, the first constit- 
uent congress of which, incidentally, took place nowhere 
else but in Moscow. On the other hand—this nonexistent 
party had an enormous amount of property, which has 
been successfully accumulated by the state structures 
over the last 3-plus years. Suffice it to recall that the 
president's administration is located in the building of 
the former CPUk Central Committee, while President 
Leonid Kuchma is occupying the office in which the first 
secretaries of the party's central committee had worked 
before him. Naturally, it is doubtful that the communists 
will express an immediate desire (if they manage to get 
confirmation of the legitimacy of the parliament's deci- 
sion) to evict the President of Ukraine from his own 
office; however, the fact that the president's administra- 
tion is in another's house may, in the event that relations 
between President Kuchma and the leftist parliamentary 
majority become strained, become a powerful means of 
legal pressure on the president or it may simply be used 
to whip up tension in society. It is probable, in 
appraising all this, that President Kuchma expressed 
through his own press service his bewilderment 
regarding the parliamentary decision, having recalled the 
fact that it will hardly facilitate his proposed establish- 
ment of harmony in society based on the Russian 
example. In fact, immediately after the publication of 
the parliament's decision, two diametrically opposed 
political camps became more active in Ukraine— 
figuratively speaking, the blue-and-yellow [nationalist] 
and the red [communist], which stood at the parliamen- 
tary walls face to face and, probably, are also capable of 
rising up (although not in such numerous columns as 
previously) across all of Ukraine. 


Holovatyy on President-Parliament Relations 


954K0162A Moscow NEZAVISIMAYA GAZETA 
in Russian 18 Oct 94 p 3 


[Interview with Serhiy Holovatyy, president of the 
Ukrainian Association of Legal Experts and member of 
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the Reforms in the Supreme Council deputy group, by 
Volodymyr Skachko under the rubric “Ukraine”; place 
and date not given: “The Left Wing Is Losing Its 
Majority Status in the Parliament. The Political Situa- 
tion Can Change by December”’} 


[FBIS Translated Text} The first 100 days in power of the 
new President of Ukraine Leonid Kuchma will end on 19 
October 1994, During this time, he has come out in favor 
of continuing the constitutional process in Ukraine. As is 
known, since Ukraine became independent, the country 
has been living by the Constitution that dates back to 
Brezhnev's times and has been patched over repeatedly. 


At the request of a NEZAVISIMAYA GAZETA corre- 
spondent, Serhiy Holovatyy, president of the Ukrainian 
Association of Legal Experts and member of the Reforms 
in the Supreme Council deputy group, commented on the 
development of the constitutional process in Ukraine in 
recent months. 


[Holovatyy] As 1 see it, the constitutional process in 
Ukraine is resuming due to proposals made by President 
Leonid Kuchma. This process is not just resuming but 
also quantitatively improving because the president has 
offered his principles for the formation of the Constitu- 
tional Commission; these principles were approved, 
which actually was a rejection of a proposal made by the 
speaker of the parliament Oleksandr Moroz. The favor- 
able feature of the presidential principles is that from 
now on the Constitutional Commission will be formed 
on a parity basis by all three branches of power— 
legislative, executive, and judiciary. This indicates that 
we are resolutely opting for the path of asserting the 
separation of powers. 


[Skachko] How has the confrontation between executive 
and legislative power, which was so characteristic of the 
previous reign, developed during the 100 days of the 
Kuchma presidency? 


|Holovatyy}] Even under President Kravchuk, | never 
viewed clashes between leaders as some kind of a con- 
frontation of powers. | can say the same about the new 
president and the Supreme Council of Uxraine. If there 
are some instances of conflicts, they amount to a con- 
frontation between personalities, now primarily associ- 
ated with Supreme Council Chairman Oleksandr Moroz 
attempting and taking the liberty to make statements 
personally on his behalf. The Supreme Council chairman 
made a report about the foundations of economic policy; 
this is not his jurisdiction. It is the jurisdiction of the 
president, and he also made this report. The Supreme 
Council chairman is also trying to perform certain func- 
tions of the head of state by signing some international 
agreements, and so on. It appears to me that this is about 
the personal ambitions of Oleksandr Moroz rather than 
the confrontation between the two branches of power. 


I do not think that such a confrontation will be aggra- 
vated further here, although the discussion on 19 
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October may become a litmus test for Ukraine to deter- 
mine whether a confrontation between the president and 
the legislative organ is to be or not to be. If the Supreme 
Council supports the reformist position of the president, 
there will be no confrontation of the powers. If the 
Supreme Council acts otherwise, this will mean that a 
recurrence of last year’s events in Russia, | would say of 
the Ukrainian version of “khasbulatovism,” is possible. 
In Russia, everything ended in a tragedy, and | would not 
like the tragedy to be replicated in Ukraine. 


[Skachko] What is your prediction for 19 October? 


{Holovatyy} 1 think that the Supreme Council will 
summon up common sense to reject Ukrainian “khasbu- 
latovism.” 


[Skachko} Do you think that the possible confrontation 
of the powers is renewed [as published] not only by the 
imperfection of the Constitution or personal ambitions 
but also by Leonid Kuchma persistently stressing how he 
is apolitical and has no party affiliation whereas 
Oleksandr Moroz is compelled to carry out the decisions 
of a plenum of three leftist parties that have a consider- 
able number of deputy seats—and Moroz does this 
eagerly? 


[Holovatyy] It is obvious that Moroz's actions are polit- 
icized. The speaker has been politicking as he is gripped 
by the euphoria over what | would call the pseudo- 
victory of the left in the parliamentary election. He kept 
politicking through the first session, and he is carrying on 
at the beginning of the second session. However, there 
are objective reasons, too. The main reason is found in 
the absence of the Constitution with its clear-cut separa- 
tion of the powers of legislative and executive figures and 
the absence of clear-cut norms for the status of the 
executive authorities themselves. 


A constitutional law on power, which Leonid Kuchma 
wants to offer to the deputies in November, may deprive 
the politicians currently leading the parliament of an 
Opportunity to do politicking. 


[Skachko] Do you believe that by-elections have changed 
the initial political and party breakdown of the deputy 
corps, and that a left-wing majority is harder and harder 
to find in it? 


[Holovatyy] Indeed, a few rounds of parliamentary by- 
elections have changed the composition of the corps of 
deputies. Moreover, I think that after 12 November, 
when yet another round of by-elections is held, this 
composition will change sill further. As a result, in late 
November and early December of this year, the political 
situation in all of Ukraine, and not just in the parhia- 
ment, will be very different. 


Read the article “One Hundred Days of Powerlessness" by 
Vitaliy Portnikov in tomorrow's issue of NEZAVISI- 
MAYA GAZETA. 
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MVD Official on Firearms Control Measures 


954K0257A Donetsk VECHERNIY DONETSK 
in Russian | Nov 94 p 1 


[Interview with A.A. Kalashnikov, acting chief of the 
licensing system of the Donetsk city administration of 
the Ukrainian Ministry of Internal Affairs (UMVD) in 
Donetsk Oblast, by V. Petrenko; place and date not 
given: ‘““A Weapon Is Always Dangerous!”’) 


[FBIS Translated Text] For the purpose of protecting 
citizens from criminal encroachments with the use of 
firearms, a month-long campaign for the voluntary sur- 
render of unregistered firearms, or their registration in 
accordance with established procedure, wil! be conducted 
on the entire territory of Ukraine from 2 October to 18 
November. 


Our correspondent talks with A.A. Kalashnikov, acting 
chief of the licensing system of the Donetsk city admin- 
istration of the UMVD in Donetsk Oblast. 


[Petrenko} Aleksandr Anatolyevich, the criminogenic 
situation remains difficult as before. Frequently, crimes 
are committed with the use of firearms. A wave of 
contract murders has rolled by this year, with bursts 
from automatic veapons, with explosions... 


[Kalashnikov] The Internal Affairs organs of Donetsk 
continuously employ measures to confiscate illegally 
stored firearms and explosives, and also to suppress 
cases of carrying cold steel weapons. Thus far this year 
139 individual firearms, including 36 submachineguns, 
and also 15 combat grenades and 10 kilograms of explo- 
sives were confiscated. Five RPG-22 projectiles (on a 
truck in Kalininskiy Rayon) were discovered and 
destroyed. 


Twenty-four crimes were committed with the employ- 
ment of firearms this year, and for all of last year, a total 
of 15. Criminal charges were brought against 146 per- 
sons for the illegal possession and carrying of weapons. 


[Petrenko} VECHERNIY DONETSK frequently pub- 
lishes material on criminal cases. The criminal world, to 
all appearances, is adequately armed? 


[Kalashnikov] Yes, a lot of examples can be cited. For 
example, late in the evening on Prospekt Mira, a militia 
car patrol detained driver “Zh” of a Volvo car. A TT 
[Tula Tokarev] pistol with five cartridges was found on 
him. Employees of the Kuybyshevskiy Rayon militia 
station confiscated from Citizen “S” an improvised 
5.6-mm caliber 8-cartridge revolver. It turned out that he 
made the weapon at the plant where he worked as a lathe 
operator. 


A weapon is always dangerous. One such “skilled crafts- 
man,” a resident of Kirovskiy Rayon, while testing an 
improvised pistol, accidentally shot himself. Weapons 
can often fall into the hands of children and teenagers: 
There have already been several accidents. 
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[Petrenko}] Do you expect that the owners of weapons 
will voluntarily surrender them? 


{Kalashnikov} Persons who voluntarily surrender fire- 
arms and other weapons are released from criminal 
responsibility. For example, during a similar month's 
campaign that took place at the beginning of the year, 
more than a hundred citizens voluntarily brought unreg- 
istered hunting rifles to the militia. And, later, almost all 
of the rifles, with the exception of unserviceable rifles, 
were registered. 


But, after all, a punishment of five years in prison is 
stipulated for the illegal possession of firearms. It is also 
necessary to legally register gas-operated weapons that 
citizens have, otherwise their owners will be made 
administratively responsible. 


[Petrenko} Well, we will hope that the appeal for volun- 
tary surrender of illegally stored weapons will be heard 
by those whom it concerns. And fewer lethal barrels will 
remain “free.” 


Appeal for Enhanced Status for Councils 


954K0271A Donetsk AKTSENT in Russian 
2 Nov 94 p 2 


[Appeal to the president of Ukraine and the Supreme 
Council of Ukraine of a meeting of people's deputies of 
councils of people's deputies of all levels of Donetsk 
Oblast: “ ‘Terminate All Attempts at Anticonstitutional 
Actions”) 


[FBIS Translated Text} The opinion concerning the need 
for a limitation of the authority of the councils and their 
deprivation of the status of representative organs of state 
power and thereby their conversion, virtually, into con- 
sultative bodies under the auspices of the corresponding 
structures of the executive authorities is being expressed 
increasingly often today during the discussion of ques- 
tions of the form of government. Such intentions are an 
attempt to revise the Constitution of Ukraine and cur- 
rent legislation. 


At the past elections, the electorate confirmed the role of 
the councils as the spokesman for the democratic tradi- 
tions of the people of Ukraine and the guarantor of their 
free expression. All attempts to change the status of the 
councils of people's deputies are anticonstitutional and 
should be terminated decisively by the president and the 
Supreme Council. 


The current situation demands the immediate consider- 
ation and adoption in the Supreme Council of a law on 
the local councils of people's deputies. This law should 
reflect, in our opinion, the following fundamental prop- 
ositions: 


—the local councils are part of the unified system of 
councils of people's deputies and the representative 
organs of state power on the corresponding territory; 
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—all state authorities and enterprises, organizations, and 
establishments located on the territory of the corre- 
sponding council, regardless of forms of ownership, 
are under the jurisdiction of and accountable to the 
corresponding councils, which also influence per- 
sonnel policy in respect to the said enterprises, orga- 
nizations, and establishments; 


—the territorial-production principle should be made 
the basis of the formation of the local councils in the 
election process; 


—the chairmen of the councils and the executive com- 
mittees that they head shall be accountable to and 
under the jurisdiction of the corresponding councils 
with the precise allocation of functions between the 
representative and executive authorities; 


—the chairmen of the councils aad executive commit- 
tees shall be subordinate and accountable in the pro- 
cedure and within the limits determined by law to the 
superior councils and executive authorities headed by 
the president; 


—the chairmen of the councils of people's deputies of all 
levels shall be elected from the ranks of deputies by 
ballot at a session of the corresponding council; 


—the deputy chairman “hall be elected by the council 
from the ranks of deputies of the corresponding 
council by ballot; each deputy of a council shall be 
entitled to nominate and to run himself; 


—the chairman of the standing committees of the coun- 
cils shall be elected by the corresponding council 
following a recommendation of the deputies and the 
chairman of the council; 


—<candidates recommended by the chairman of the 
council for «xecutive committees and other bodies 
created by the councils shall be elected given the 
requisite fiadings of the corresponding standing com- 
missions; 


—the loca! councils shall be supported by a system of 
local government, the main component of which 
should be deemed to be the workforce councils at the 
enteryrises and in establishments and organizations, 
their having been secured the right to nominate and 
recall deputies of local councils and the right of 
supervision of their activity and the actions of the 
executive authorities. 


The practice of the activity of the newly elected local 
councils has shown that the number of deputies in them 
does not permit the formation of capable standing com- 
missions or the organization of the work of the corre- 
sponding councils. We propose revisions to the Law on 
the Elections of Deputies and Chairmen of Local Coun- 
cils where it regulates the number of deputies. The oblast 
councils should acquire the right to themselves deter- 
mine the number of deputies of councils of all levels, 
depending on the size of the population residing on the 
corresponding territory. 
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We deem necessary revisions to the Law on the Status of 
the Deputies of Local Councils of People's Deputies, it 
being determined therein that: 


—a deputy of a local council may not be a member of the 
executive of the corresponding council, the leader of a 
structural subdivision thereof, the chairman of a 
council of people's deputies of a different level, a 
prosecutor, a judge, or an arbitrator; 


—a deputy shall exercise his authority without, as a rule, 
severing his connections with his production or office 
activity. 


We appeal to the Supreme Council and the president of 
Ukraine as follows: 


—all changes in the form of government of Ukraine 
should be decided by the Supreme Council following 
discussion by the corps of deputies of the local coun- 
cils, for which we deem it necessary to convene an 
all-Ukraine assembly of deputies of all levels. 


Until the adoption of a new constitution, the basic 
provisions of which should be put to an all-Ukraine 
referendum, violations of the basic law of Ukraine 
currently in force must be prevented and all attempts at 
anticonstitutional actions, from wherever they emanate, 
must be terminated. 


Appeal adopted at the meeting of representatives of 
councils of people’s deputies of all levels of Donetsk 
Oblast on 28 October 1994. 


Those present: seven deputies of the Supreme Council of 
Ukraine, eight deputies of the oblast council, 28 deputies 
of city councils, 37 deputies of district councils, and 28 
deputies of settlement and village councils. 


The meeting instructs V.N. Moiseyenko, B.M. 
Kozhevnikov, and A.N. Yakovenko, people's deputies of 
Ukraine, to convey this appeal to the Supreme Council 
and the president of Ukraine and also to hand it for 
publication to the newspaper KOMUNIST. 


ECONOMIC AFFAIRS 


Solidarity Quarrel with Official Union Aired 


954K0260A Kiev PRAVDA UKRAINY in Russian 
27 Oct 94 p 2 


[Article by Yuriy Pivovarov, chairman of the Solidarity 
Trade Union Federation of Ukraine: “The Life of Trade 
Unions: The Logical End to Appeasement and Lack of 
Principles”) 

[FBIS Translated Text} Relations of the new trade 
unions which represent the nonstate sector of the 
economy with the Federation of Trade Unions of 
Ukraine (FPU) could not be called normal. The language 
of mutual understanding has been supplanted by the 
language of confrontation, which, you yourself under- 
stand, leads nowhere. And it is not our fault. 
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1 have appeared in the mass information media more 
than once before audiences of the most varied levels and 
tried to prove this using particular examples. What use 
then was, for example, our struggle against the FPU's 
stubborn desire, bordering on flagrant pressure, to 
deprive the Solidarity Trade Union and other new trade 
unions of the right to manage social insurance on our 
own? In this desire the official trade unions were not at 
all squeamish, even to the point that they made separate 
deals with the government and prepared a decision for it 
on creating a single state social insurance fund and 
transferring all rights to manage social insurance to the 
government, thereby depriving the new trade unions of 
the right to manage social insurance. In violation of 
Article 119 of the Constitution of Ukraine and in viola- 
tion of Article 244 of the Labor Law Code. 


However, justice triumphed. But at what price? I, of 
course, am by no means for the idea of taking Solidarity 
to a safe harbor and placing it outside the struggle for 
social guarantees, but | am for directing the time, intel- 
ligence, and energy of our employees only to searching 
for and refining methods of social protection of the 


country’s working people. 


It would be good if we were only talking about a handful 
of cases of confrontation. Today, unfortunately, we must 
speak of a certain line of the FPU which continues to 
claim the monopoly right to own all trade union property 
and the network of sanatoriums, to manage social insur- 
ance, to submit draft laws on social protection of the 
population to the Supreme Soviet, and to represent the 
interests of Ukraine's trade unions in world trade union 
Organizations, at international forums, and so forth. 


I will dwell on a few features. The FPU is the largest 
owner of real estate in Ukraine. It includes hundreds of 
hotels, tourist centers and campgrounds, sanatoriums, 
and recreation lodges, tens of thousands of sports cen- 
ters, stadiums, swimming pools, and gyms, and more 
than 20 construction-installation trusts, administrations, 
plants and factories, and other objects with a total value 
of hundreds of millions of karbovantsi. The FPU lead- 
ership with the connivance of the authorities got their 
hands on the “Ukrzdravnitsa” [Ukrainian Sanatorium) 
Association whose services were used by working people, 
including members of independent trade unions. Now 
the road is essentially reserved for them. Just as access to 
using the property | mentioned above is closed. 


Incidentally, management of this property has in fact 
been lost, and all kinds of enterprising smart operators 
are “draining it off under the pretext of privatization, 
or else it is simply being cleaned out. And the result of 
this “activity” is empty trade union coffers. The FPU is 
unable to create solidarity funds and charitable funds 
and provide aid to members of its sectorial trade unions 
effectively. 


What use, for example, is the carbon copy of the recent 
message of the FPU chairman, A. Stoyan, to trade union 
Organizations demanding that we “study the possibility 
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of providing material and moral (?!) aid to members of 
the families of miners who were injured or died at the 
Slavyanoserbskiy Mine in Lugansk? Isn't it blasphemy to 
(“study the possibility... of moral aid“) distribute such 
masterpieces of bureaucratic creativity in a moment of 
grief? Instead of efficient, concrete aid. As far as I know, 
as the trade union organizations themselves did, without 
instructions from above. 


I must confess that in terms of paperwork the bureau- 
crats from the FPU apparat are past masters. Above all 
in protecting the honor of the uniform. Cases of flagrant 
violation of the principles for forming treatment groups 
for children who were victims of the consequences of the 
disaster at the Chernobyl AES [Atomic Power Plant} 
when they were sent to Cuba most likely did not escape 
the attention of ordinary members of Ukraine's trade 
unions. Such things took place, for example, in Kherson, 
Dnepropetrovsk, and Donetsk oblasts. The executive 
directorate of the Donetsk Oblast Branch of the FPU 
Social Insurance Fund transferred 208 million karbo- 
vantsi to obtain children's passes to go to Cuba in 
December 1993. 


But whom did we see among the lucky holders of the 
passes? People who had nothing to do with the Cher- 
nobyl disaster—the children of important members of 
the executive directorate. 


In a letter addressed to the governing board of the FPU 
Social Insurance Fund, A. V. Yefimenko, chairman of 
the board of directors of the Solidarity Trade Union 
Federation, insisted that these cases be verified and 
those guilty of flagrant violations of the principles for 
using social insurance capital in the system of the FPU 
Social Insurance Fund be brought to responsibility. And 
what happened? In response we received a formal reply 
signed by the first deputy chairman of the FPU, V. 
Pozhidayev, which said, “No flagrant offenses by the 
Donetsk Oblast Branch of the FPU Social Insurance 
Fund were established.” 


Not established, and that's it! The official uniform 
remains without a single stain and all buttons intact. 


Under all the rules of trade union life, given the pere- 
stroyka of the economy, the constantly rising prices, 
untimely payment of pensions and wages, reduced social 
protection, and the unemployment which has set in, 
trade unions and their leaders are in opposition to the 
government and organize working people to fight for 
their rights. But in our country, with the latest blow of 
the authorities against people's interests, the FPU and 
Pan [Mr.} Stoyan personally separate themselves off with 
announcements that do not bind anyone to anything, 
and again hurry under the wing of the powers-that-be. 


At one time an extensive plan for changing the founda- 
tions of social insurance in Ukraine appeared at the 
initiative of the former government. Some of its provi- 
sions attest to the degree to which it infringed on the 
vital interests of working people. 
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Contrary to the existing procedure fixed in the Consti- 
tution of Ukraine, it is envisioned that mandatory 
“state” social insurance will to a significant degree be 
implemented through the wages of working people (Arti- 
cle 10), and it is considered necessary to move by stages 
to a point where the employee pays 50 percent of the 
premiums from his own pocket (Article 12). The rest of 
the premiums for social insurance are to be paid through 
profits rather than through the prime cost of output. And 
that will sharply raise taxes on enterprises (Article 12 
again). It was even proposed to pay insurance premiums 
from pensions and unemployment assistance (Article 
13). 


It is proposed to insure citizens who do not pay insur- 
ance premiums, specifically soldiers, using the capital of 
social insurance formed out of the pockets of working 
people and employers (articles 7 and 15). But after all, 
this type of insurance should be paid out of the state 
budget. 


It is stressed (Article 25) that the year set for going on 
pension should be no more than 65 ('). Taking into 
account the average life expectancy in Ukraine, we can 
say with confidence that the capital confiscated from the 
pockets of working people and employers for social 
insurance, if this is made the legal retirement age, may go 
entirely to the state budget, except for subtracting bene- 
fits for burying the pensioner. 


And how do you like the situation which envisions 
stopping old-age pension payments for persons who have 
a right to them but who are engaged in any activity which 
brings income (Article 25)? That is for you, working 
people, so that you do not die of hunger, and you, citizen 
pensioners, that’s a fine how-do-you-do! But just what 
money, if not your own, is to be used to pay for length of 
service benefits for state officials and to create the 
infinite number of ministries and departments? 


There is an attack underway right in front of the deputies 
who ran on the trade union slate against the fundamental 
rights of citizens and against their interests. With the 
complete silence of the FPU and its chairman, A. N. 
Stoyan, who is also a deputy of that very Supreme Soviet, 
incidentally. Many trade union organizations which are 
part of the system of state trade unions tied their hopes 
to a higher rating for the Federation in the Supreme 
Soviet and the Cabinet of Ministers to the election of the 
leader of the FPU to parliament. Those hopes were in 
vain. The FPU did not manage to be a serious opponent 
to the government or to influence the state's economic 
policy. And how in fact can it, if the Federation thanks to 
its policy of appeasement surrenders one position after 
another? 


Seven months ago the state took over protection of labor 
in all sectors of the economy, which by tradition and by 
law trade unions handled. Positive changes did not occur 
during this period, naturally, since the administration of 
enterprises virtually ceased to handle questions of pro- 
tection of labor, claiming the reason was the lack of 
money, materials, equipment, and such. 
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The compromising policy of the FPU leaders, indecisive- 
ness in actions, and the trampling of the interests of 
working people ultimately lead to moral, social, and 
finally organizational ruin. What happened at the 
Kharkov Oblast Trade Union Association (OPKhO), 
which is part of the FPU, is a clear example of that. On 
13 September of this year, the Kharkov newspaper 
VREMYA published the announcement of the chairman 
of the OPKhO, V. K. Chub, under the headline: “Why 
Am I Resigning?” The formal pretext for this decision 
was the quarrels with the locai trade union property 
fund, which was trying to replace the trade union asso- 
ciation leadership. But in fact the reasons are much 
deeper. Incidentally, te author himself talks about 
them. We were unable, '.¢ writes, to work out the needed 
position, strategy, and tactics suitable for the political, 
economic, and social processes underway. As a result, 
most working people remained either indifferent to the 
actions and appeals of the trade union structures and 
their leaders, or assess our activity very skeptically. 


As we see, what was hidden became clear. There is no 
“needed position,” there is the indifference and skepti- 
cism of the trade union masses. The result is the loss of 
leadership and loss of the right to represent the interests 
of citizens and to guarantee their social protection. The 
result is disorder and vacillation in the very structure of 
the FPU and organizational breakdown. 


These processes, to my knowledge, are also occurring in 
other oblast divisions of it. The matter has not reached 
the point of public announcements, it is true. V. K. Chub 
simply proved to be more decisive and principled. 


The Kharkov and other such examples serve to reassure 
working people who are on the rolls in state trade unions 
just who will protect their interests and how. We do not 
know the reaction of the FPU leaders to the Kharkov 
incident. Most likely they will keep silent, it is more 
convenient and safer that way. We can understand Pan 
Stoyan here. Having resolved the problem with the 
deputies, he, most likely like many deputies of the past 
and in fact the present convocation, will use the parlia- 
ment as a launch pad from which he will be able to jump 
into some responsible post. And then he will be able to 
cast off the much-disliked mask of patron of the interests 
of working people. 


That is the logical end to lack of principles and appease- 
ment. 


New Means of Economic Control Needed 


954K02044 Kiev NEZAVISIMOST in Russian 
19 Oct 94 p 2 


[Interview with Anatoliy Galchinskiy, presidential 
adviser On macroeconomic matters, place and date not 
given: “A New Economic Management System Is 
Needed”) 


[FBIS Translated Text) Anatoliy Galchinskiy, presiden- 
tial adviser on macroeconomic matters, responds to ques- 
tions from NEZAVISIMOST's correspondent 
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{[NEZAVISIMOST] The plan for Ukraine’s economic 
and social development for 1995 should be in line with 
the logic of the president’s economic strategy. Ten days 
have passed since the President of Ukraine promulgated 
at a Supreme Council session the new strategy’s bases. 
What trends were noted over this segment of time? 


{Galchinskiy] First, and this makes me happy, there is 
the support for the president’s strategy, not only from the 
country’s strong political forces, but also from the vast 
world community. Several days ago, I spoke at the 
Institute for State Management, where one of the lis- 
teners literally stated the following: L. Kuchma’s report 
is a “constructive basis for the consolidation of society 
on the path to the formation of a workable state system. 
The talk is about an economic platform that is capable of 
uniting all the people.” This is a very serious statement, 
and I agree completely with my young colleague. 


{[NEZAVISIMOST] But what is causing distress? 


[Galchinskiy] There are several things. But the most 
serious thing is the discussion on 15 October at the 
Presidium of the Cabinet of Ministers of the first version 
of the draft of the plan for Ukraine’s economic and social 
development in 1995. We actively collaborated with the 
main ministries during the development of the presi- 
dent’s strategy. And suddenly, as they say, a bolt out of 
the blue: The plan under consideration has been built, in 
essence, on contrary logic. Suffice it to point out that it 
lacks altogether a section on financial and monetary 
stabilization, the achievement of which is viewed in the 
president's new policy as a fundamental principle of the 
structural reorganization of production and the resump- 
tion of the investment process. 


But this is not the only thing. The plan being talked 
about, in many respects, is a copy of the one we had in 
previous years, of the one which we have, as they say, 
already tried. Even the names of the basic sections 
match. The talk is about a determination from the 
sectorial point of view, how much and what should be 
produced.... 


[NEZAVISIMOST] But perhaps this type of planning 
has, in general, become outdated and is merely of a 
symbolic nature? 


{Galchinskiy] | do not believe so. And even the experi- 
ence of the majority of Western countries with devel- 
oped market economies says the opposite. 


In general, for any economy, the effectiveness of a state’s 
regulating functions is determined to a significant degree 
by the level of improvement in the forecasting mecha- 
nisms that it possesses. In this connection, it is impos- 
sible to disregard the following sad fact: the total failure 
of the plans for 1992, 1993, and 1994, which had been 
developed on the basis of a similar, long obsolete, 
methodology. Being planned for 1995 was an increase in 
national income by 8.6 percent, while the increase in 
industrial production was to be 2.3 percent. The resulis 
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are just the opposite. The slump in production forecast 
for the end of the year will amount to almost 30 percent, 
while the decrease in national income will be more than 
25 percent. 


Similar indicators also characterize the fulfillment of the 
budget, as well as that of the monetary emission plans, 
the basic parameters of which are determined on the 
basis of the plan for economic and social development. 
In fact, the existing unmanageahility of the economic 
processes originates from here. 


Thus, it may be said that not onl; yut also our 
own experience of the precedir, lurcing us 
finally to understand that the syste:. |. siaie planning 
and forecasting should be built upon essentially different 
methodological bases. In these matters, we should not 
force an open door. It is possible to use, naturally, 
creatively, the already accumulated experience of other 
countries that are developing market relations. I have in 
mind Poland and Hungary. 


{NEZAVISIMOST] Then, what is the matter? Are these 
things really not clear to the government officials? 


[Galchinskiy] This question disturbs me as well. We are 
talking about the president’s line as the only possible 
condition for the realization of the new economic course. 
But this line is not just the corresponding administrative 
powers. There are also the ab. and the desire of the 
people working in the administr” .ve structures, both in 
the center and locally, to think and to work in a new 
fashion. I think that the lack of development in society of 
democratic traditions also figures in this. You have 
heard, at some time or other, the statement of a high 
official: “I do not agree with this policy, and I am 
resigning.” 


{[NEZAVISIMOST] What is to be done then? 


{Galchinskiy] It is necessary to work very seriously on 
the reorganization of the established economic manage- 
ment system. It was stated unambiguously in the presi- 
dent’s report: The existing principle of sectorial manage- 
ment has become completely outdated. This is the main 
hinderance to the reforms. Profound and, of course, 
adequately weighed structural changes are needed. In 
this instance, | am not touching upon another no less 
significant aspect of this problem. Judge for yourself: 
Over the last 3 years, the number of central administra- 
tive organs has increased from 44 units to 80 units. 
Correspondingly, the size of the central staff has 
increased as well by 60 percent, while that in the local 
organs of power has done so by 48 percent. 


Yet, nevertheless, in the draft of the government’s plan, 
about which we have been talking, the question of new 
ministries arises. I really believe that the matters dis- 
cussed by us are key ones in the realization of the new 
economic strategy, and I want to say with all certainty 
that they will occupy an adequate place in the activities 
of the president’s economic services. 
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Yushchenko on Inflation Increase 


954KO0160A Kiev PRAVDA UKRAINY in Russian 
18 Oct 94 p 2 


[Interview with Viktor Yushchenko, chairman of the 
National Bank of Ukraine, by Aleksandr Maliyenko 
under the rubric “Of Current Interest’’; place and date 
not given: “Inflation Can Undermine the Foundations of 
Statehood”’] 


{(FBIS Translated Text] 


{Maliyenko] Viktor Andreyevich, following a period of 
relative stabilization of the national currency, the pace of 
inflationary processes is rapidly picking up again. Inci- 
dentally, your prediction that inflation would grow 
beginning in October has come true. What does it 
threaten our economy with? 


[Yushchenko] Only now have we duly appreciated the 
situation we had in the first three quarters of the current 
year. During this period, prerequisites for stabilization 
took shape, the growth of prices ceased, and we felt we 
were on sand, if not on solid ground. The impact on 
economic indicators was not long in coming: In the 
second quarter, the gross national product grew by 22 
percent compared to the first quarter, and in the third 
quarter—by 15 percent compared to the second. 


Unfortunately, we have been unable to keep up the 
trend. The economy may fail to withstand a new infla- 
tionary blow, which threatens not only social shocks but 
also the loss of certain foundations of statehood. It is 
worthwhile to mention that inflation as a phenomenon 
has always had a clear-cut social orientation—it harms 
the low-income strata of the population the most. 


{Maliyenko] Incidentally, inflation has already swal- 
lowed up the modest funds that these people kept in 
accounts at the Savings Bank. At present, some of them 
are voicing a paradoxical thought: The indexation of 
deposits will be yet another case of injustice on the part 
of the state. The suggestion is that prudent people have 
long withdrawn all of their money from the bank.... 


[Yushchenko] The determination of the rate of deposit 
indexation and the timing of its implementation falls 
into the jurisdiction of the Cabinet of Ministers. In this 
instance, I can discuss my views and the position of the 
National Bank. I believe that on no pretext can the 
interests of depositors be ignored. On the contrary, those 
who kept faith with the state and kept their money at the 
savings bank at a time of hardship, too, should be 
adequately rewarded. 


Of course, at present there is not enough money in the 
treasury in order to settle with these people right away 
and in full. However, acceptable options can be found, 
for example, to unfreeze the proportion of the account 
that will be used to pay for electricity, rent, and other 
municipal services after indexation rather than the entire 
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deposit, or else to take the amount of the deposit into 
account in putting together packages of privatization 
papers. 


[Maliyenko] Still, the stability of our monetary unit 
would offer the best protection for the deposits of the 
population. What is the cause of the new cycle of 
inflation, after all? 


[Yushchenko] There are many reasons for it. I will point 
out just a few of them. The current exchange policy does 
not support exports, and, given a negative balance of 
trade, we naturally do not attract an inflow of currency. 
Our karbovanets absorbs the costs of this deficit. The 
expenditure-based emission policy of the state depreci- 
ates our currency even more. In particular, credit for the 
procurement of grain generated through emission gave 
the impetus to the current round of inflation. 


I will be precise: It was not the rural areas as such but the 
policy with regard to rural areas that boosted inflation. 
As far as the employees involved in agricultural produc- 
tion are concerned, they have turned out to be the most 
reliable producers compared to other sectors. 


[Maliyenko] What is the potential of the National Bank 
for combating inflation? Is there any hope that inflation 
will be reined in soon? 


[Yushchenko] Of course, we are using all the means 
available to us to this end. We count on stabilization 
credit promised to us by the World Bank and the 
International Monetary Fund to be helpful in restraining 
inflation to some degree. 


However, the stability of a monetary unit depends to an 
overwhelming degree on the state of affairs in the 
economy. For the most part, the outcome hinges on the 
way in which the economy is reformed in our country, on 
the progress of the privatization and price liberalization 
processes, etc. 


Many people insist on further emissions, referring to the 
fact that enterprises lack working capital. However, this 
is a misconception. Payment arrears have not been 
caused by a shortage of money in circulation but rather 
by the failure to find buyers for the products. For 
example, last year, working capital increased by a factor 
of 32 whereas the amount of manufactured but unsold 
products—by a factor of 63. These were, first of all, 
output of enterprises in the military-industrial complex, 
machine-building, and the chemical industry. 


Certain quite influential forces insist on the need to 
increase the wages of the population. They say that this 
is what is needed for the people to be able to purchase 
goods that at present they cannot afford. However, this is 
a dead end. Look at how it will work. The wages of 
producers will grow at the same time, which will auto- 
matically increase the producer cost of their output. Asa 
result, the next batch of goods will be more expensive 
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than the previous one, and its price will once again be 
unaffordable for our consumers. The price race will thus 
resume. 


There is only one way out: It is not the growth of wages 
but rather reductions in the prices of products until they 
are sold that need to be emphasized. 


[Maliyenko] However, this way one may sell at less than 
the producer cost and “operate at a loss.”’ Bankruptcy 
cannot be far behind.... 


[Yushchenko] Well, for production to recover we need to 
go through bankruptcies, too. What will this ultimately 
bring about? In some instances, care should be taken to 
replace enterprise management, reduce the management 
staff, change the product mix, and modernize produc- 
tion, In general, such producers will be unhealthy for, 
say, half a year and would subsequently find their niches 
in the economic market, after all. 


Chernihiv Leader Airs Economic Views 
954K0119A SELSKAYA ZHIZN in Russian 11 Oct 94 
p2 


[Interview with Petr Dmitriyevich Shapoval, chairman 
of Chernihiv Oblast Council of People’s Deputies, by 
personal correspondent Aleksandr Karanda, date and 
place not given: “That Is How We Will Prevail!’’] 


[FBIS Translated Text] The increasing prestige of the 
bloc of leftist forces—the Communist Party, Socialist 
Party, and Peasant Party of Ukraine—has been a distinc- 
tive feature of recent Ukrainian politics. Ukrainian voters 
chose the candidates from this bloc in the recent elections 
of deputies to local councils and the Supreme Council of 
Ukraine. This is probably the answer to the question of 
why only Ukraine and Belarus retained and reinforced the 
councils of people's deputies as the most acceptable form 
of popular sovereignty after it was demolished in most of 
the republics of the former union. 


Our personal correspondent Aleksandr Karanda inter- 
viewed Petr Dmitriyevich Shapoval, a member of the 
Communist Party of Ukraine who was chosen by the 
voters to serve as chairman of the Chernihiv Oblast 
Council of People's Deputies. 


{[Karanda] Petr Dmitriyevich, you were the “last’’ first 
secretary of the Chernihiv Obkom before the Commu- 
nist Party was banned, you experienced the grief of 
betrayal and the strain of the unfair and false accusations 
of the national-radicals, and now you have decided to 
return “to power’—this time as the chairman of the 
oblast council of people’s deputies. 


You have a higher education in economics and sufficient 
experienc2 in economic administration. Why did you 
feel the need to carry the extra burden of power at a time 
of such severe difficulties in the oblast and in Ukraine as 
a whole? 
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[Shapoval] Your use of the term “burden of power” 
helps me answer your question. The fact is that many 
economic, social, and political processes in the last three 
years gave many ambitious individuals a false sense of 
the ease of governing and administering the country. The 
race for power was entered by people in a giddy state— 
dilettantes with only a knowledge of the fashionable 
terminology of utopian reformism; romantic idealists 
who took all of the nonsensical discussions of problem- 
free and miracle-working market relations on faith; and 
outright adventurists. As long as they concentrated only 
on destroying the vestiges of “imperialism” in Ukraine, 
everything was fine. Later, however, they had to find 
ways of providing people with their daily bread and 
jobs.... 


This is when everything came to a standstill: The people 
were demanding the most elementary necessities of life, 
and the government did not know what to tell them. 
Many former Ukrainian “rulers” on the central and local 
levels did not even expect their power to be an excessive 
burden. They once had quite simple solutions for all of 
the everyday problems of ordinary people—leading 
them in demonstrations and encouraging labor strikes 
and hunger strikes for the replacement of the “reprehen- 
sible’ conservative officials with the “honorable” dem- 
ocrats—but once they were at the helm of government, it 
seems to me that they were never able to move from the 
euphoria of rallies to the daily routine of scrupulous 
work. This was necessary, however, to give the laboring 
public at least what it had yesterday and the day before 
yesterday, before perestroyka.... 


Yes, the decision to take on the burden of power at such 
a difficult time was not an easy one, and it may have 
been a rash one, but the goal is clear: to give the worker 
and his family the kind of life they deserve and to give 
the economy stable, predictable, and humane features. |! 
am ordered to do this by my highest “superior —the 
member of the laboring public, whomever he may be—a 
peasant, a worker, a scientist, or someone working in the 
cultural sphere. | came from a peasant family, and the 
trust of the people who “work the land” has never been 
a mere expression to me.... The strength of this cause has 
always been and will always be more important to me 
than any position I occupy. | agreed to run for chairman 
of the oblast council because there 1s an urgent need for 
any honorable person to get to work and sweep the 
cobwebs of chaos out of the life of each member of the 
laboring public whose interests were ignored by the 
sovereign power, even though the whole thing rested on 
the shoulders of the workers... 


{Karanda] What did the oblast and the country inherit 
from the earlier regime? Are things really that bad” 


{Shapoval] Judge for yourself: The gross domestic 
product of Ukraine as a whole in the first half of the year 
was almost 30 percent below last year's figure, and 
national income was 28 percent below. If we compare 
current economic performance indicators with the fig- 
ures of three years ago, we see a ‘“‘plunge”’ of almost 150 
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percent. The situation in the oblast is the same. The 
decline of production in some branches of industry has 
reached 40 percent. The state of affairs in agriculture is 
not encouraging: The sown area, the herd of livestock, 
and construction in this sphere have all been reduced, 
and the decrease in the output of the main products has 
reached the disastrous level. Just recently, however, our 
woodland oblast seemed to be the republic showcase for 
high farming standards, the intensification of animal 
husbandry, and the social advancement of rural commu- 
nities. In under three years, everything was swept away 
by the powerful “hurricane” of commercialization, crim- 
inalization, irresponsibility, and incompetence. 


Today, of course, it may be less important to find 
extreme solutions than to simply redirect the course of 
our sovereign development toward the human being and 
common sense instead of the self-aggrandizement and 
self-isolation of each separate region. The price for all of 
this stupidity, after all, will be paid by peasants, workers, 
and the intelligentsia, and not by yesterday's politicians. 
People have to admit that the Communist Party of 
Ukraine and the communists of the oblast, even when 
they were “banned,” candidly foresaw and predicted the 
results of this method of wielding power. 


{[Karanda] Now all of this is history.... It turns out that 
our “ex-leaders” did not even acknowledge the wisdom 
of their own countryman—Grand Duke Vladimir—and 
realize that it was not only the crown of the sovereign 
that might be too heavy, but also the hat of the president, 
the prime minister, and any other high-level official... 
What are you planning to do? Where will you start? 
Where will you steer the oblast now that you, according 
to President L. Kuchma’s latest edict, are no longer 
invested only with representative authority in the region, 
but also with executive power” Incidentally, how do you 
feel about this edict, which essentially concentrates two 
branches of government in a single pair of hands? 


{[Shapoval] | understand the reasons for it and will 
exercise these powers responsibly. | feel that this was a 
reasonable way of strengthening the government as a 
whole. In fact, this was also the purpose of the joint 
statement by the president, the chairman of the Supreme 
Council, and the prime minister—we need concerted 
effort. After all, while the earlier officials were “dividing 
up” their official prerogatives, the separation of powers 
went so far that all real authority evaporated: No one 
took responsibility for anything, and no one could be 
held accountable for the slightest thing. 


People have had enough of the philosophizing and 
debates over the “separation of powers.” While these 
were going on, the “villainous cat” swallowed the sover- 
eign canary. 


Ivan and Marya—i.e., the people who support them- 
selves with their own labor—grew sick and tired of the 
changing boundaries between the powerless power struc- 
tures.... Therefore, the unification and consequent “rec- 
onciliation” of representative and executive powers in 
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the office of the council chairman, who is now account- 
able to the council and to the president and Cabinet of 
Ministers, is a dynamic step toward productive admin- 
istration On the regional and statewide levels. 


Now I will tell you about the first steps the new officials 
took after the elections. They began by uniting the efforts 
of the best professionals on all levels—the people who 
did not lose their authority in the labor collective or 
barter this authority for personal gain. With the help of 
these people, I am certain that we can stop the recession 
in six months at the most and begin climbing out of the 
ruins. There is already some basis for predictions of this 
kind. The main thing we asked administrators on all 
levels and entrepreneurial structures to do, however, was 
to address the problems of the collective and the laboring 
public. If we want to survive, endure, and keep our 
independence, we have to drive one fact home: Nothing 
is of higher value to the state than the laborer. If we can 
restore at least the former respect and admiration for the 
laborer and give him back the chance to earn a decent 
and stable wage and have the proper working conditions, 
you can be certain that we will not have to start from 
scratch to get our economy, which has been stricken by 
the “bazaar syndrome,” back to work. 


[Karanda] What does your ‘diagnosis’ mean? Are you 
against market reforms? 


[Shapoval] Why would | be against them? I am “tor"’ 
them, but only if they help us augment labor produc- 
tivity and raise the standard of living of most of the 
laboring public. If, on the other hand, the “reforms” put 
an end to production and destroy the social infrastruc- 
ture, then just what kind of reforms are they? So far, the 
market 1s upside down, and that is why all sorts of 
garbage 1s spilling out of it instead of the anticipated 
results. Every producer in our country, after all, is still 
shackled by taxes and trapped by restrictions and prohi- 
bitions. How can he stay in step with the “reforms”? 
Who has a green light? Is it the people with the “green- 
backs'’—the speculators, swindlers, and covert and overt 
mafia bosses” We are gradually trimming this fraternity, 
but it has deep roots and cannot be eradicated tn one fell 
SWOOP... 


{Karanda] All right, let us assume that corruption and 
organized crime have been “uprooted”... Would this be 
enough to get production back on track? 


{Shapoval] | feel that another condition of our recovery 
from the crisis is the provision of the producer and 
production with broad scope for economic maneuvers 
and the institution of strict oversight of the middlemen 
who are “feeding” on production. In other words, if the 
whole market could be set upright, | am certain that it 
would start working reliably and productively for the 
common good. We will cure the sick economy with 
concrete action, with the help of people who take action, 
and not with the help of specialists in verbosity. Today 
only conscientious labor can consolidate the people and 
revitalize production in the cities and in rural areas. 
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[Karanda] What was the oblast’s strength in the past? Its 
natural resources: oil, gas, and timber? Its unique geopo- 
litical position next to Russia and Belarus? Its hard- 
working people? Where did all of this go, Petr 
Dmitriyevich? All of this is still here today, so why have 
the indicators of economic performance in the last three 
years been so pitiful? 


[Shapoval] You hee reached the very heart of the 
problem. Yes, we still have the same potential. The 
people working in rural areas and cities seem to be the 
same. We still have the same neighbors. But suddenly we 
have reached this point.... What kind of oblast did we 
lose? In short, a Soviet oblast. What kind did we acquire? 
To put it plainly, we have a test site, where thoughtless 
and ruthless experiments have been conducted by good- 
for-nothing champions of the market and unscrupulous 
individuals.... This is our land, however, and we are the 
ones who will rebuild it. We will persist in restoring its 
former glory and giving it new glory. After all, a govern- 
ment has no value whatsoever unless it protects the 
vested interests of the “principals” of the region, the 
country, and the national group—namely, the laboring 
public. That 1s the only way we can prevail!... 


Unsatisfactory Privatization Pace Viewed 


954K02504 Donetsk DONBASS in Russian 
1 Nov 94 pl 


{Article by Larisa Gontar, chief of the complex analysis 
department of the oblast statistics administration and 
chairman of the DONBASS social and economic 
council: “In Order To Receive Dividends, It Is Neces- 
sary To Become the Co-Owner of a Privatized Enter- 
prise. But Is This Enough?" } 


[FBIS Translated Text] In analyzing the progress of the 
privatization of state property in recent months, it 
becomes necessary, unfortunately, to state that the con- 
sequence of the adoption at the end of July of a decree of 
the Supreme Council of Ukraine—which envisions, as 1s 
clear from the title, the perfection of the mechanism of 
privatization and strengthening control over its imple- 
mentation—has been, in the meantime, only a delay of 
this process 


While 297 properties were privatized in the national 
economy during the second quarter, in the third, it was 
235—including in industry the number of privatized 
facilities decreased from 38 to 26; in trade and public 
catering, from 163 to 109; in construction, from 26 in the 
second quarter to 21 for the last three months, etc. 


At the same time, the redemption of state properties that 
were leased with the right of purchase continues to be 
prevalent. On the whole in the oblast, the form of 
ownership of 452 enterprises and organizations was 
changed since the beginning of the year, which amounts 
to 59 percent of the total number of privatized proper- 
ties, including 69 percent in industry. In these cases, as in 
the redemption of facilities by public purchasers, the 
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workers of only a given collective become the owners, 
The difference is only that enterprises of all state own- 
ership are privatized primarily by means of the redemp- 
tion of state property that was leased with the right of 
redemption (82 percent), and of municipal ownership— 
through redemption by public purchasers (55 percent). 
Of the enterprises that are being reorganized into joint- 
stock companies of the open type into which workers of 
the budget sphere, pensioners, students, and the entities 
counted before, can invest their privatization certifi- 
cates, there are eight for January-September (all told for 
this period, 761 properties were privatized), including 
three in the third quarter. 


But even for those who became the lucky co-owners of a 
privatized enterprise, it is by far not always that one can 
count on something. And not only because production 
continues, unfortunately, to fall everywhere, regardless 
of the form of ownership. Another unpleasant surprise 
can lie in wait “on the side’’ for stockholders. This story 
is corroboration. 


As early as the beginning of this year, my colleagues 
decided to invest their “vouchers” not through mid- 
dlemen, but directly in an enterprise that was being 
converted into a joint-stock company. | myself, by the 
way, advised one of my dear friends to do this. The 
investment attractiveness of the object did not seem to 
raise any doubts. And this is what came of it. The plant 
actually did acquire the status of a joint-stock company 
of the open type, after using the privatization certificates 
not only of its workers, but of other citizens as well. 
Otherwise, it would not have happened, because during 
the preparation for privatization, the enterprise was 
classified in the so-called B group, when the value of the 
funds due one worker exceeds the nominal value of the 
privatization certificate by a factor of more than 1.5. 
But, after all of the documents were drawn up, it became 
known that our joint-stock company planned not to pay 
out any dividends for a period of two years (and, 
perhaps, even longer). Workers of the enterprise who 
receive bonuses, and work and social benefits, which in 
the last period, calculating for one person here, was 
higher than the average industry index by a factor of 1.5, 
are without a doubt quite pleased. In this way, there 1s no 
need to share income even with those who by investing 
their privatized resources in fact helped redeem the 
plant. 


1 will not name the joint-stock company, but this out- 
come once again confirms that it 1s quite difficult to 
implement the idea of genuine people's privatization. 
And it is no easier, of course, knowing that such a 
complicated and at the same time priority process in the 
system of market reorganizations hardly occurs any- 
where without problems. For example, there in the pages 
of IZVESTIYA, a reader from Moscow recounted how a 
certain firm, after collecting vouchers from people, 
restricted itself to the fact that it insured all of its 
shareholders without their knowledge, obligating itself to 
pay out insurance in the event... of the death of the 
client. 
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Thank God, it seems we have not heard here yet of 
someone hitting upon so original an idea of using the 
potential dividends of stockholders, And, in general, | do 
not want to give up the hope that everything will still be 
fair, 


Price Deregulation To Fuel Inflation 
954K02454 Donetsk VECHERNIY DONETSK in 
Russian 28 Oct 94 p 1 


[Article by N. Slavyanskiy: “Price Regulation Means 
Price Increase. We Will Have To Tighten Our Beits 
Again for Prices Are Outstripping the Growth of Wages 
and Pensions’) 


[FBIS Translated Text] The state has mastered the art of 
euphemism, that is, replacing terms that have a strong 
effect on the psychology of the citizens with milder ones, 
Thus the first point of Decree No. 733 of the Cabinet of 
Ministers of 21 October of this year says: ““To reduce the 
volumes of state regulation of prices and tariffs.” Trans- 
lated from bureaucratic language into generally compre- 
hensible language, this can be understood as raising these 
prices and tariffs. 


A day earlier, on 20 October, the government published 
a decree on raising wages and pensions, trying somehow 
to soften the price blow but, specialists think, the growth 
of released but still regulated prices and rates all together 
will exceed the increase in wages and pension payments 
by 20 percent, which is difficult to belleve since we are 
quite familiar with the insatiable appetites of our pro- 
ducers, who are constantly violating government 
decrees. 


And so what are the maximum amounts of increases of 
prices and rates? 


A tonne of coal and coal products from industry from 
now on will cost 1,030,000 karbovantsy, and for the 
population— 300,000 


For one cubic meter of gas (if there are no meters) used 
for domestic needs it will be necessary to pay S00 
karbovantsy, and for heating individual homes—300 
karbovantsy. Do you think this 1s a point of reference for 
the future? Nothing of the kind—it will be necessary to 
pay for the gas you used to cook the borscht before | 
October and you had no suspicion that along with the gas 
you were burning more of your own karbovantsy. Again 
they are “collecting” from you “after the fact.” 


The same kind of “dirty trick’ 1s played with electric 
energy. For three weeks of October city dwellers thought 
that every kilowatt-hour they used would cost 90 karbo- 
vantsy, but it turned out to be five (') times that much, 
True, for those who live in buildings equipped with 
stationary electric stoves and electric water heaters, 
effective | October the price of one kilowatt-hour will be 
somewhat less—300 karbovantsy. 


UKRAINE 85 


The payment for water and sewerage services has also 
increased: Effective | October—5.5-fold as compared to 
the rate in effect in September, and effective | Decem- 
ber—1.3-fold as compared to the November rate. 


Thermal energy for hot water has become more expen- 
sive: Effective | October—seven times the September 
rate, and effective | December 1t will be necessary to pay 
1.3 times more than in November. 


Apartment rent has also increased. Effective | October 
for | square meter of overali dwelling space it will be 
necessary to pay 630 karbovantsy, and effective | 
December—780. 


Then there is the main thing—bread. It says in Appendix 
No. 3 that “the maximum trade markups for bread and 
bakery items made of wheat flour of the first and second 
grades and rye flour, bread and bakery items made of a 
mixture of wheat flour of the first and second grades 
(with the quantity of wheat flour of the highest grade 
being no more than 50 percent), bread and bakery items 
for diabetics, wheat and rye flour, children’s food, and 
other kinds of foodstuffs” will be established by the 
oblast executive committees. As for the prices of these 
items, they too will be declared locally. What these prices 
will be it is difficult to say, but it is certain that they will 
increase several-fold. 


This decree contains point 6, according to which for the 
time being the population will not have to pay the full 
cost of housing, water and heat supply, and transporta- 
tion, but only part of it, with a gradual increase in the 
proportion that 1s paid. It says: 


“Organs of state executive power, which in compliance 
with the authority specified in Appendix No. 3, shall 
regulate prices and rates when determining their level 
and provide for the amount of reambursement to the 
population of actual expenditures: 


“for the use of housing or its maintenance and for water, 
heat, and gas supply and water removal services— 
effective | February 1995, no less than 40 percent, and 
effective | July 1995—no less than 60 percent, 


“for transportation of passengers by urban means of 
transportation: bus, streetcar, trolley, and subway—no 
less than 20 percent.” 


And now about products to which the regulation of the 
profitability level when changing prices does not apply at 
all. They include beer, nonalcoholic beverages (except 
diabetic), confectionery items, chocolates, caramel, tof- 
fees (except diabetic and therapeutic), condensed milk 
and condensed cream, with or without supplements, 
cognacs, brand name grape wines, perfumes and cos- 
metics on a list determined by the Ministry of Eco- 
nomics, fabrics made of wool and natural silk, rugs and 
carpet items, 3-and-4-chamber refrigerators, automatic 
washers, crystal items... 
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Such are the guidelines for regulating, that is, raising, 
prices. This is being done, as it says in the decree, “for 
purposes of realizing individual points in the report of 
the president of Ukraine ‘On the Basic Principles of 
Economic and Social Policy,’ which was supported by 
the Supreme Council of Ukraine.” In other words, the 
state is gradually trying to shrug off an unpleasant 
function—subsidizing certain productions, which always 
entails increasing the unbacked money supply (emis- 
sion), which engenders inflation. All we can do is (once 
again!) tighten our belts. If only this is not our last gasp.... 


Effect of Pension, Wage Legislation Viewed 


954K0245B Donetsk DONBASS in Russian 
28 Oct 94 pl 


[Article by UKRINFORM reporter Valentin Ver- 
nodubenko: “Will the New Wage and Pension Increase 
Protect Us?”’} 


[FBIS Translated Text} In order to answer this question a 
UKRINFORM< correspondent went to the corresponding 
departments of the Cabinet of Ministers of Ukraine and 
visited the developers of the decrees that specify raising 
wages and pensions effective 1 October of this year. 


Along with the chief of the sector for social protection of 
pensioners, disabled persons, and veterans of the appa- 
ratus of the Cabinet of Ministers, Ivan Zakorskiy, we 
tried to translate into everyday language the dry lines of 
Cabinet of Ministers Decree No. 721 of 20 October 
which specifies raising pensions. So while before the 
increase a person received a maximum old age pension 
of 360,000 karbovantsy plus 44,000 so-called bread 
allowance and came out with 404,000, according to the 
new procedure the sum of 360,000 is doubled and will 
amount to 720,000. Added to this will be the bread 
allowance increment which will now be 170,000 karbo- 
vantsy. Other government decrees also envision adding 
increments, although not such significant ones—for war 
veterans, disabled persons, persons with dependents, 
and so forth. Taking them into account the pension will 
be more than a milhon karbovantsy. Pensions for former 
military servicemen and a number of other categories of 
the population will be calculated in a special way. 


But what if a person were obtaining the minimum 
pension of |20,000? This sum ts also doubled and will 
amount to 240,000. Added to it is the same 170,000 in 
bread allowance. Also added to it will be an additional 
special grant in the amount of 370,000 karbovantsy, 
which is not given to everyone but only to specific people 
in families where each member has received an income 
below 780,000 a month for ihe past three months. For 
pensioners, special one-time payments have also been 
established for the fall and winter period in an amount of 
a million karbovantsy fo: buying food and clothing. And 
commissions created under the rayon executive commit- 
tees will decide who will get this. 


Since the payment of pensions ends on the 24th-25th of 
each month and the new sums have not been calculated 
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yet, beginning on 2 November the pensioners will 
receive the new pension plus the difference for October. 


But where will they get such immense amounts, after all 
there are 15 million pensioners in Ukraine? We are 
speaking about an additional 26.5 trillion karbovantsy. 
And this figure is not final. The last point of the 
aforementioned Decree No. 721 says that, depending on 
the change in the consumer price index, pensions may be 
revised, that is, increased. And therefore members of the 
Cabinet of Ministers think that the additional sum for 
the fourth quarter could amount to not 26.5 trillion but 
30-40 and possibly even 50 trillion. Compare: 65 trillion 
was earmarked for the entire 1994 pension fund budget. 
But even today the fund's expenditures exceed incomes 
by almost 10 trillion. This is happening because many 
enterprises, while paying wages, are not able to transfer 
money into the Pension Fund. So what will be the 
sources for finding such immense sums? From our 
wages, from which deductions into the Pension Fund 
also go, |. Zakorskiy reminds us. 


But how will wages grow? This was the main topic of our 
conversation with the deputy chief of the department for 
social-labor relations and communications with trade 
unions, and the chief of the sector for wages of the 
apparatus of the Cabinet of Ministers, Vladimir Loba- 
tyuk. He participated directly in preparing the govern- 
ment documents that envision raising wages effective | 
October. 


“The wage increase will directly affect approximately 15 
million people working at state enterprises, institutions, 
and organizations,” Vladimir Lobatyuk comments on 
the new decree. “We know the amount of the coefficient 
for determining the base consumption fund for the 
various branches of the national economy—1.6. This 
means that the average wage, for example, in electric 
energy engineering will be about 2.5 million karbo- 
vantsy, in the fuel industry- -almost 2.8 million, in the 
coal industry— 2.8 million, and so forth. We are speaking 
about state and leased enterprises based on state owner- 
ship.” 


“That 1s, the wages of a miner and an elevator operator 
will now be approximately the same..." 


“I would not say that,” states V. Lobatyuk. “In autono- 
mously financed branches an increase in wage rates and 
salaries occurred according to a unified coefficient. But 
existing wage ratios according to qualifications were 
preserved. The differences in wages included in the 
General Tariff Agreement remains. The figures | cited do 
not even take into account the results of labor. That is, 
this is like a mechanical increase taking the base coeffi- 
cient into account. But if the enterprises are operating 
well, the wages will be much higher, and they will depend 
directly on the revenues of the enterprises. That is, the 
production workers earn their own wages. The differ- 
ence, for example, between the first and ninth categories 
is fairly large. That is, the wages of the plant's chief 
engineer will be very different from those of a simple 
worker.” 
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“It is another matter in the budget sphere. Here one can 
see a reduction of the polarity in wage levels. For 
example, for a low-paid worker of an institute the wage 
rate will increase 5.4-fold, and for its director—only 
2.9-fold. That is, in this sphere the raise in wages for 
low-paid workers occurred at the expense of lower rates 
of wage increases for highly paid workers. In general this 
is a temporary phenomenon. At the present time a draft 
law on labor is being prepared, which will make it 
possible to regulate these issues.” 


‘And so will the doubling of wages and pensions protect 
us from the price increases?” 


“It will, but only in the first stage,” V. Lobatyuk thinks. 
And then, after consideration, he adds: “if there is no 
sharp price increase during this time.” 


The new government decree includes only temporary 
measures and it is not likely to protect us from the 
expected price hikes. Raising wages with the current 
decline in the volumes of production will lead to a new 
and even more threatening issuance of money, the 
Output of new paper money which is not backed by 
goods, and hyperinflation. 


We have one solution—we must take more resolute steps 
in the direction of reforming the economy. Therein lies 
our salvation. 


Journalists View Survival of National Press 


954K0245C Donetsk DONBASS in Russian 
28 Oct 94 pl 


[Article by Mikhail Yermakov: “Saving the Drowning Is 
a Matter for the Drowning Themselves. The Local Press 
Apparently Has No Other Way Out’] 


[FBIS Translated Text} The regular meeting of the 
“Press Club” for contributing to market reforms in 
Ukraine was held a couple of days ago in Donetsk. It 
turned out that the journalists, in anticipation of sky- 
rocketing prices for everything and anything effective | 
November 1994, which the government announced for 
all to hear, had to discuss their own concerns and 
problems. It 1s no longer a secret to anyone that the mass 
media are on the verge of financial ruin today because of 
the unrestrained growth of prices of paper and the 
constantly increasing cost of the services of printers and 
communications operators. And many printed publica- 
tions simply cannot stand up under another price shock. 
And this means that tens of thousands of readers who 
wait for the next issue of their favorite publication each 
day will suffer. Not only simple people will suffer, the 
state itself will suffer as well since the citizens of sover- 
eign Ukraine cannot obtain up-to-date information on 
events taking place in the country itself and abroad. 


Speaking at the meeting, the secretary of the Union of 
Journalists of Ukraine, Chairman of the Board of the 
Journalist Organization of Donetsk Oblast V.1. Veselov, 
a member of the republic Council of Editors and editor 
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of the oblast sociopolitical newspaper ZHIZN, G.A. 
Gnezdilov, as well as other journalists noted that in 
today's economic conditions it is useless for the press to 
appeal to the president, the Supreme Council, or the 
government since life has shown that practically nothing 
is being done at the top in order to improve the lot of the 
press, which has ended up in an extremely difficult 
economic position because of the growth of prices. 


During the period of the establishment of a market 
economy it is much more practical to take a different 
path—to learn to earn money ourselves. And we must be 
able not only to attract advertisers but also to engage in 
commercial activity, to participate in the philanthropic 
lottery for journalists, in a word, to find new approaches 
in our daily work. 


The meeting showed that journalists of the oblast do not 
intend to stand by and watch the national press go under. 
They intend to do everything within their power for the 
press to enter the market with minimum losses. 


Shcherban Comments on Economic Difficulties 


954K02694 Donetsk VECHERNIY DONETSK 
in Russian 2 Nov 94 p 1 


[Report on V.P. Shcherban news conference: “The Rules 
Are Dictated by the Market’’} 


[FBIS Translated Text} An enlarged session of the exec- 
utive committee of the oblast council of people's deputies, 
which considered urgent matters of the present day like 
the liberalization of the prices of food, the increased rates 
for consumer services, the social safety net, administra- 
tion of the budget of the oblast since the start of the year, 
and others, was held last Saturday. The session was 
anchored by V.P. Shcherban, people's deputy of Ukraine 
and chairman of the oblast council. After the session, he 
held a news conference for journalists. 


The most heated discussion was evoked by the question 
of the procedure of the pricing of foodstuffs and public 
utilities. Economically substantiated selling prices for 
bread and the profitable operation of the bakeries, as of 
all producers of agncultural products—these conditions 
are dictated by the market. 


Prices are now to be established by the local authorities 
1 Conjunction with the producers, with the strict obser- 
vance of one condition—the level of anticipated profit- 
ability. So a lack of coordination in prices will come as 
NO surprise to us now. 


We will have to pay more for living quarters, electric 
power, and public utilities. According to the decree of 
the Cabinet of Ministers, the local authorities are them- 
selves to establish the fares on buses, trolleybuses, and 
streetcars based on the possibilities of the local budget. 
Its timely replenishment, thanks to the specified sources, 
is important under such conditions. 
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The session discussed the great responsibility of the 
authorities and all involved in this for the social protec- 
tion of needy citizens. The obligation of the leaders of 
many coal enterprises to punctually pay their contribu- 
tions to the Retirement Fund and not be, as before, 
debtors was discussed once again—after all, people's 
pensions, including those of miner veterans, have to be 
paid. 


So the rules are dictated by the market. Let us hope that 
it will not only cause us distress with unpopular mea- 
sures in this transitional period but will also lead us onto 
a better road. This is what we hope. 


Donetsk Procurator on Rising Prices, Crime 


954K 02704 Donetsk DONBASS in Russian 
2Nov 94 pl 


[Interview with State Justice Counselor 3rd Class N.1. 
Mychko, acting procurator of Donetsk Oblast, by DON- 
BASS correspondent Nikolay Golenkov; place and date 
not given: “We Are Initiating Criminal Cases, But Price 
Gouging and Speculation Are Continuing”] 


{[FBIS Translated Text] [Golenkov] Nikolay Ivanovich, 
what 1s the situation in the oblast regarding compliance 
with the law in the trade sphere? 


|Mychko} The oblast procuracy organs regularly monitor 
compliance with the law. The results of the latest such 
check were not encouraging. We uncovered numerous 
violations of legislative norms both by entrepreneurs in 
the production or sales of products and by oversight 
Organs in bringing proper charges against violators. 


[Golenkov}] What violations are most widespread? 


{Mychko}] Selling substandard goods, products being sold 
without having been properly certified, price gouging, 
and nonpayment of taxes. As an example, I can cite these 
facts: The small private enterprise Donetskfarmatsiya 
was selling medicines that did not have a certificate of 
quality, were past their expiration date, and had been 
improperly stored. 


During the inspection of joint German-Ukrainian enter- 
prise Interra 1t was established that the products made by 
it did not meet the requirements of technological instruc- 
tions for production of German sausages. 


Overall, the oblast centers for standardization, measure- 
ment, and certification have conducted about 500 
inspections; violations were uncovered in 50 percent of 
the cases. In Donetsk alone products worth more than 49 
million karbovantsy were returned for reprocessing and 
correction of defects, and 49 enterprises were fined for a 
total of over 800 million karbovantsy. 


Of special concern are violations of the Ukrainian Law 
“On Ensuring Sanitary and Epidemiologic Well-Being of 
the Population.” 
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More than 44 tonnes of various products worth about 4 
billion karbovantsy were recently rejected as defective. 


{Golenkov]} People are concerned about price disparities. 
Are there instances of excessive trade markups? 


[Mychko] Of 63 inspected trade enterprises, 36 exceeded 
maximum and estimated trade markups and, accord- 
ingly, retail prices; as a result, consumers were over- 
charged about 150 million karbovantsy. For instance, 
the limited liability company Garant in Khartsyzsk 
applied an 87-percent markup on goods instead of the 
permitted 55 percent. As a result, customers were ille- 
gally overcharged by 64.4 million karbovantsy. The same 
kind of violations were identified in Druzhkovka, Gor- 
lovka, and a number of other cities. 


[Golenkov} Does it make sense to talk about such crime 
as speculation in our times, considering that the streets 
are littered with commercial kiosks and stands? 


[Mychko]} Lately, in the environment of transition to 
new economic relations, 1 has become considerably 
more difficult to bring criminal charges against persons 
engaged in speculation. Article 154 of the Ukrainian 
Criminal Code has been significantly changed in connec- 
tion with limits on the extent of criminal culpability for 
buying and reselling goods. A score of actions that in the 
past were subject to criminal charges have now been 
moved to the category of legitimate entrepreneurial 
activities. But speculation remains a crime and is 
defined by the Ukrainian Criminal Code as “buying up 
at trade enterprises goods or other items for which state 
prices are set and reselling them for profit.” 


As our general oversight inspections showed, speculation 
is widespread in the oblast, and we are fighting it. Over 
eight months of the current year we have initiated 281 
criminal cases on the basis of speculation, and 87 crim- 
inal cases on the basis of customer fraud. In addition, 
numerous instances of other violations of trade rules 
were uncovered, resulting in 47 criminal cases; and 344 
criminal cases were initiated on the basis of illegal 
trading activities (Article 155 of the Ukrainian Criminal 
Code). 


Donetsk Official on Transport-Related Crime 


954K0270B Donetsk AKTSENT in Russian 
2 Nov 94 p 2 


[Interview with Colonel V.P. Reznikov, department 
chief of the Ukrainian MVD Donetsk Oblast Adminis- 
tration motor vehicles inspectorate, by E. Zeldina; place 
and date not given: “On Foreign-Made Cars, 
Moskviches, Contraband, and Bandit Attacks”) 


[FBIS Translated Text} The subject of “the street vs. the 
pedestrian” unfortunately remains topical in the press; 
moreover, when it appears in the press, it acquires increas- 
ingly greater significance. 
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Our interview is with Colonel V.P. Reznikev, department 
chief of the Ukrainian MVD Donetsk Oblast Adminis- 
tration motor vehicles inspectorate, about problems on the 
road and relationships in the ‘‘road—vehicle— 
pedestrian™ triad. 


{Zeldina} Vladimir Petrovich, judging by summaries 
there has been no decline in traffic accidents... 


[Reznikov] Yes, we have to admit that the situation on 
the road leaves a lot to be desired. We lack an elementary 
part—respect for traffic. | would call it self-neglect. Since 
the beginning of the year 3,749 traffic accidents have 
been registered in the oblast; 478 persons have died, and 
another 4,086 were injured. People may not realize it, 
but there is a DTP (here and henceforth we will use this 
designation for traffic accidents—E.Z.) in Ukraine every 
10 minutes. Every 50 minutes a person dies in Ukraine. 
Two children die every day and 20 end up in hospital. 


jZeldina) But this seems to be so elementary—respect 
traffic rules and not risk one’s own and other people's 
lives. 


[Reznikov] Every driver believes that he will not have an 
accident, that “this cannot happen to him. Also, 
drinking and driving... Over nine months we detained 
27,000 persons driving while intoxicated. And they are 
only the ones we identified! How many slipped by and 
drove away? 


[Zeldina) Drivers these days run straight through red 
lights. Routinely... 


[Reznikov] We are especially concerned about the rules 
regarding crossing intersections. People drive through 
red lights without blinking an eye. There are up to 500 
violations every day, one-quarter of which are at militia- 
controlled intersections. Every driver, naturally, has to 
pass a medical. So when he runs the red light it is not 
because he does not see it but because he does not give a 
damn about people crossing the street, or anything else. 


{Zeldina) The roads are currently being taken over by 
foreign-made cars. The nouveau riche have the money to 
buy foreign cars, but this does not buy them culture—for 
this they do not have enough brains, intellect, or mere 
obedience to the law. 


[Reznikov]} Foreign-made cars are a special category of 
road vehicles. Their owners usually are under 30. They 
have, as the saying goes, a devil-may-care attitude. And 
the 18,000-30,000 fine is laughable. When this amount 
of fine was set, the lawmakers acted on consideration of 
a driver's minimum wage. Of course, fines need to be 
differentiated. And a GAI [state motor-vehicle inspec- 
tion} officer must act on this premise in treating the 
violator. But the law does not provide for such a differ- 
entiated approach. The consequences of violations com- 
mitted in foreign-made cars are much more grave than 
people imagine. The danger 1s in higher speeds. So if they 
get into an accident, it is serious. A person behind the 
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wheel of a Moskvich is practically safe, you do not have 
to watch him—these are usually older, law-abiding citi- 
zens... 


[Zeldina] Vladimir Petrovich, combating crime—is this 
also your province? 


[Reznikov} Of course. We are involved in implementa- 
tion of the presidential edict “On Emergency Measures 
To Intensify Suppression of Crime." Over nine months 
of this year we detained more than 1,000 persons. The 
crimes are car theft, theft, drugs. Actually, 363 crimes 
were solved after the presidential edict came out. Over 
the last two months we have detained 47 drug couriers. 
Drug couriers mainly move through the oblast’s major 
highways. A road militia has been set up to deal with 
this. It has 10 departments dealing with solving road 
crimes. This also includes checkpoints on the border 
with Russia. Over nine months we prevented more than 
8 billion karbovantsy worth of goods from being shipped 
to Russia. These are goods being shipped without a 
license—from vodka, detergent, and soap to refrigera- 
tors. 


[Zeldina] What about car theft? This is a virtual plague 
these days... 


[Reznikov] These crimes are usually committed collec- 
tively. Criminal groups are at work, and it is not easy to 
fight them. Especially when the victim reports the crime 
several hours or even a day after it is committed. Most 
often the cars are taken to Transcaucasus republics. We 
have begun, however, to use the “Carjack’’ computer 
system. All stolen vehicles are entered into the system. 
But the criminals also are skillful—they have excellent 
technical equipment, and today even the most sophisti- 
cated anti-theft devices will not deter them. The most 
difficult thing for them to tackle are home-made devices. 
They cannot always find “keys” to these. Together with 
criminal investigations we solve about 45-50 percent of 
car theft cases. But our people are amazingly careless: 
They leave their cars with the keys and documents in 
them... And that is considering that even a Zhiguli costs 
500-600 million these days... 


[Zeldina) | guess everybody is so rich now that this ts not 
real money for them... 


[Reznikov} In general, the car parking situation ts cata- 
strophic. Every owner parks his car wherever he wishes, 
which is usually a no parking area. Unplanned parking 
lots have formed around office buildings. Look at what is 
happening, how many cars are near the customs at 
Universitetskaya Street! 


[Zeldina) Yes, we pass this parade of cars every day. 
What about the running lights epic—is it over? 


[Reznikov} You see, this measure was not well thought- 
through. It is necessary to turn on headlights during the 
fall-winter period—from | October to | March—to 
reduce the incidence of accidents. This is what the traffic 
rules say. But we also realized that there 1s a category of 
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drivers who cannot afford to buy headlight bulbs so 
often, In short, we have not reached the desired results 
by requiring that headlights be on everywhere round the 
clock. Rather the reverse: The number of DTP’s has 
increased. Therefore, a sensible decision was made to 
revoke the regulation. Although everything envisaged in 
the traffic rules before | October—turning headlights on 
at dusk, in tunnels, and so on—remains in effect. 


[Zeldina} We keep hearing these days about bandit 
attacks on the roads... Why? For what purpose? 


[Reznikov] The purpose is to take possession of money, 
valuables, cargo. Or the vehicle itself. A private indi- 
vidual recently was driving some Vietnamese citizens 
from Druzhkovka. On the Kiev-Kharkov-Rostov 
highway they were forced off the road by a foreign-made 
car. The bandits ordered the passengers out, made thern 
lie on the ground, and robbed them of all their money. 
Five hours later the criminals were detained by road 
militia officers of the Slavyanskiy department. There are 
quite a few such incidents... Generally, robberies on the 
roads, both against citizens and militia personnel, have 
become more frequent. Weapons are also used more 
often. GAI officers, when circumstances warrant, are 
compelled to use weapons. For instance, take this situa- 
tion. In the area of the Oktyabrskaya mine our officers 
stopped a green BMW. There were two drunks in it. The 
driver showed an old ID. Suddenly local residents came 
over and attacked the militia personnel. What are they 
supposed to do? Shoot in the air. Which 1s what they did. 
One of the attackers was detained, an investigation ts 
underway. In order to avoid problems on the road one 
elementary thing 1s needed—abide by traffic laws. This 


18 a State document which has been in effect since July of 


last vear. It 1s not vet being fully apphed. Although the 
document clearly specifies who has responsibility for 
what. The rmghts and duties of all structures—state, 
commercial, militia. But all this should be governed by 
one main idea—the value of human lite. This notion has 
been devalued here. | also want to point out that these 
days more people die in hospitals after traffic accidents 
than in the past. There is no medicine, and no nurses. 
Therefore, it 1s better not to be wild on the road and not 
to drink. Just recently, a couple of days ago, a drunken 
motorcyclist rode the sidewalk in Zelenyy microrayon in 
Makevevka, Gornyatskiy Rayon. He hit a boy and ser- 
ously injured him 


{Zeldina] And who was this drunk riding on the side- 
walk? 


[Reznikov] An 18-year-old worker, without a driver's 
license, and the motorcycle was not his either... 


[Zeldina) The working class on the loose. And non- 
working is not better. The toughs are not afraid of the 
courts, so they engage in outrageous behavior... All one 
can do is patiently stand on the corner of the intersec- 
tion, wait, and not believe one's own eyes—or the traffic 
light... 
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Thank you for finding time for this conversation, 
Viadimir Petrovich. 


Fourth Quarter Statistics Show Prices Up 


954K0268A Simferopol KRYMSKIYE IZVESTIYA 
in Russian 29 Oct 94 p 1 


[INTERFAX report: “Cost of Consumer Basket in 
Ukraine Will Increase 2.1-Fold in Fourth Quarter 
1994"] 


(FBIS Translated Text) In the fourth quarter of 1994, 
wholesale prices in industry will rise by a factor of 2.4 on 
average, and in agriculture by a factor of 2.19, over third 
quarter levels. The cost of the consumer basket will 
increase 2.1-fold. At the request of the INTERFAX- 
UKRAINA agency, Viktor Kalnik, republic deputy min- 
ister of economics, provided this forecast in connection 
with a decree of the Ukraine Cabinet of Ministers 
reducing the levels of state regulation of prices and rates. 


In Kalnik’s words, the Ukrainian economy has long 
needed price reform, since the prices of many goods and 
products do not reflect their true production cost. 


It is V. Kalnik'’s opinion that the doubling of wages and 
pensions effective | October, introduction of a unified 
karbovanets—hard currency exchange rate, and the con- 
tinued reduction of real production volumes will all have 
a great influence on increasing prices. 


In connection with the hberalization of prices and reduc- 
tion in subsidies, apartment rents and the cost of munic- 
ipal services will increase seven-fold effective | October, 
cost of electric power for the populace—five-fold, on 
average, and natural gas—seven- to eight-fold. 


Beginning in January 1995, according to the deputy 
minister, it is expected that the second phase of price 
policy hberalization will be carnmed out 


Crimean Economic Indicators Down 
YS4A0268B Simferopol ARYMSKIYE IZVESTIYA 
in Russian 29 Oct M4 pl 


[Unattributed report: “A Sad Assessment for a Sad 
Situation: Crimean Industry Over the First Nine Months 
of 1994") 


|FBIS Translated Text} Results are in showing the socio- 
economic state of affairs of Crimea for the first nine 
months of 1994. This period is characterized by a 
lowering of the most important indicators in various 
sectors of the economic complex. 


The volume of industrial production over the first nine 
months of this year is down as compared with the same 
period of last year. Labor productivity is down 22.4 
percent. 


Beginning in July of this year, the trend towards reduced 
industrial production volumes was halted and a process 
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of slow rise of production output was observed. How- 
ever, the rates of decline remain high as compared with 
last year's figures. In January-September, the greatest 
amount of production decline took place in enterprises 
of light industry—a drop of 69.3 percent, in ferrous 
metallurgy—52.7 percent, and in the construction mate- 
rials industry—49.8 percent. 


Enterprises of the chemical industry are not operating at 
full production capacity. Production volumes less than 
last year were seen with respect to sulfuric acid, soda ash, 
and plant protection preparations. 


A significant drop was noted in the production of most 
machine-bui’ iing varieties, including tractor trailers, 
electric welding equipment, industrial pipeline fixtures, 
and the output of construction industry enterprises. 


There continues to be a decline in the recycling of 
by-products for economic use. The use of scrap wood, 
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phosphogypsum waste, paper by-products, and ash and 
cinder residue at thermal electric power stations dropped 
by more than half. 


Only 3.9 percent of the industrial enterprises of Crimea 
have been engaged in enhancing their technical produc- 
tion levels. Enterprises of the cities of Sevastopol, Yalta, 
and Kerch lag especially far behind in the introduction of 
recent science and technology achievements. 


Of 10 exchanges registered in Crimea, only three are 
engaged in practical activity. 


The volume of contracts concluded over the nine-month 
period was valued at 21.1 billion karbovantsy. Some 
1.6807 trillion karbovantsy were offered for sale. lt must 
be noted that all these contracts were concluded at the 
Sevastopol Maritime Commodities Market, which has 
conducted five trading sessions since the beginning of 
the year. 
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Minister on External Trade Priorities 


954KO01584 Minsk ZVYAZDA in Belarusian 
27 Sep 94 pp 1-2 


[Interview with Foreign Economic Relations Minister 
Mikhail Marynich by Uladzimir Hoytan; place and date 
not given: “Mikhail Marynich: ‘Terms Like Far Versus 
Near Abroad Are Obsolete. There Is Only Abroad’”’) 


[FBIS Translated Text] Mikhail Marynich is very 
familiar to readers of this newspaper, ever since he served 
as the mayor of the Belarusian capital. He wrote articles 
and gave interviews. Then he went to work in foreign 
economic departments and was ambassador to the Czech 
Republic, Slovakia, and Hungary. The other day, people's 
deputy M. Marynich was appointed Foreign Economic 
Relations Minister. This is his first interview in his new 
post. We asked how he sees his new position. 


“Naturally | had doubts and some hesitation when they 
offered me the post,” says Mikhail Apanasavich. “It 
wasn't all that long that | had been working in the 
diplomatic service with the rank of extraordinary ambas- 
sador. There were already accomplishments and plans. | 
was deeply involved in my work. | had been received by 
Slovak President Kovach, | had met with the govern- 
ment and administration of the Czech Republic, and had 
scheduled useful coniacts with Hungary. We used to be 
perceived as some spot between Warsaw and Moscow; 
now, Belarus has entered the arena as an independent 
state. People notice us and seek contacts. People are 
interested in us in the Czech Republic, Slovakia, and 
Hungary. They are gratified to know that, judging by our 
economic revival, the political and social atmosphere in 
Belarus 1s stable, overal!. They are also familiar with the 
achievements of the industrious Belarusian people, our 
technical and, especially, our scientific potential. | found 
Out something else there too. The relations—especially 
economic—that took shape between the republics of the 
former USSR and the countries of Eastern Europe must 
not be disrupted. We have the same kinds of economies 
that were formed as a result of years of integration in the 
CEMA [Council for Mutual Economic Assistance}, and 
lower technologies than in the leading Western coun- 
tries, and a general shortage of hard currency. Western 
markets are still closed, and so exchange with Eastern 
Europe 1s one way to get out of our economic dead end. 
And they are interested in establishing partnership links 
as soon as possible, delivery of goods, components, and 
technology exchanges. The same is true regarding eco- 
nomic relations with Russia, where we have not only a 
traditional but a principal market for our goods. 


[Hoytan} What are our priorities in foreign economic 
activity? 


|Marynich} In a country whose economy ts open, a good 
half of its output is always intended for exports; foreign 
economic activity plays an objectively crucial role. 
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Belarus is one such country. Our geopolitical position 
and historical conditions are such that the specific char- 
acter of our economy will continue for a long time. 
Accordingly, the state has to constantly perfect the “rules 
of the game” so that the foreign economic sphere pro- 
duces the maximum yield. The economic and legal 
framework for foreign economic activity is already in 
place. But, as soon as Belarusian subjects manifested 
activity in foreign markets, we were suddenly met with 
opposition in the form of limited quotas, antidumping 
actions, limits on business practice, and so on. This is 
linked both to Belarusian subjects’ inexperience in man- 
agement and our competitors’ unwillingnes.. to let new 
participanis into their markets. 


So far, Belarus has developed only the simplest forms of 
interstate relations (trade, credits, joint enterprises), 
while leading forms of international specialization and 
cooperation such as leasing, franchising, licensing, and 
$0 ON, gO practically unused. Their importance will rise 
as we come closer to the market, so we need to work now 
to create the right conditions in terms of international 
practice. 


We need to compete vigorously to attract direct foreign 
investment. Our competitors today—Poland, the Baltic 
countries, and Russia—are obtaining more investments 
than we are per capita. 


And we must realize that concepts like the far versus the 
near abroad are obsolete. There is only the abroad. 
Therefore, foreign trade is foreign trade, no matter what 
country we sell to. We need to convert to regulating 
foreign trade exclusively by economic methods and 
discard rule-by-fiat methods (hcensing, quota setting, 
and so on). Exporters—especially of nonmaterial goods 
(patents, licenses, work, and services) must be given 
powerful economic incentives to develop their efforts. 
We also need to focus on further improving credit- 
investment activity and developing the infrastructure of 
foreign economic activities. 


|Hoytan} In general, how do we stand in regard to the 
development of foreign economic relations? 


|Marynich} In eight months of this year, according to the 
State Statistical Committee, exports rose by 16.9 percent 
compared to the same pernod last year, adding up to 
about $563 million. At the same time, barter trade has 
declined—from 40.8 percent in eaght months last year, it 
fell to 25.3 percent this year. In September, we had 
negotiations in MZES [expansion unidentified) with Mr. 
Kitel [surname transliterated], the German govern- 
ment's spokerman for economic consultations with Cen- 
tral and East European countnes. We mapped out a 
program of consultation measures for 1995. The docu- 
ment was approved by the FRG parhament and is being 
implemented. About 14 million German marks have 
been allocated to its implementation. A number of other 
measures are being worked out to improve foreign eco- 
nomic relations. 
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[Hoytan} One sore point is limited investments by the 
developed capitalist countries of the West. You said that 
in terms of obtaining investments per capita our neigh- 
bors are ahead of us. But if we continue to coaduct an 
investment policy that protects the interests of foreign 
investors Only in words, we might totally lose our already 
weak source of foreign capital. | am referring to the 
amendment to the Law on the Land, which might have 
permitted the sale of land, including to foreign investors. 


|Marynich} Considering our high state indedDtedness, our 
goods’ limited competitiveness, and difficulties from our 
entry into the world market, we can say with certainty 
that unless we attract foreign capital we are not hkely to 
reform our economy. It is nonsense to say that we are 
selling ourselves to foreign capital. There are Japanese, 
German, and Swiss companies in the United States, just 
as there are American businesses in Europe. This is 
normal, never shocking. For example, the breaks that our 
legislatures passed for foreign investors did not work— 
mainly because of the lack of provisions to sell land to 
private owners, including foreign businessmen. Eight 
nonths ago, during discussions of the draft land law, | 
proposed permitting the sale of land to foreign investors 
for specific programs and projects, which would be 
properly appraised and might substantially benefit our 
country and people. Sad to say. my proposal was 
endorsed by only 130 people's deputies. and ut did not 
pass. But the situation is changing, especially since the 
President himself recently talked about the possibility of 
selling land to private owners. Incydentally, members of 
parhament also endorsed this idea. 


|Hoytan} ht used to be, when Belarus was a kind of 
assembly shop for the USSR. that a lot of facshties were 
concentrated here ‘nat our republic was not interested 
in. A classic example: the BelAZ [Belarus Automotive 
Plant}, The powerful 1 80-tonners that it 1s still manufac- 
turing are not all needed in the republic but are being 
exported, primarily t Russia. But with the increasing 
cost of metal and electricity, t has become unprofitable 
to produce them. Besides, unlike the bridges over the 
Neva in St. Petersburg, ranlroad bridges cannot be raised 
to let the huge bodies of the dump trucks through. 
Hence, the plant has to send assembly crews to Russia to 
assemble them there. Therefore, let me say something 
that many will find seditious: Wouldn't it be better to sell 
plants instead of goods? 


|Marynich} It's not all that seditious, especially consid- 
ering its economic foundation. Incidentally, not only 
BelAZ but many major chemical enterprises are in the 
same fix when they get their raw materials from Russia 
and send most of their output there. This problem needs 
to be studied thoroughly. And if they are not to be sold, 
then perhaps converted to joint stock companies; it’s all 
the same in terms of attracting Russian capital as well as 
investment from other countries. Our economy will 
benefit directly, preserving and possibly increasing the 
number of jobs, wages for people, and tax revenues to the 
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State budget. In addition, a part of the products to be 
produced in such enterprises will be our share from the 
conversion. 


In short, the benefits are obvious. | repeat: there are 
many enterprises with a mixed form of ownership in the 
world, and it is no cause for alarm. In fact, attracting 
funds makes it possible to improve the economic situa- 
tion. But the enterprises that cannot find partners abroad 
for joint conversion to joint-stock company status will 
have to be sold. Otherwise, they are a .urden to any 
economy, especially one like ours. Let n*w manufac- 
turers buy “Sem, including private entrepreneurs. 


{Hoytan} There is a lot of talk now about creating free 
economic zones. Do you think that would be useful’ 


{Marynich} | am totally for them. Not only that, at the 
Ministry's initiative, the agenda of the next session of the 
Supreme Soviet includes the question of discussing a 
draft law on free economic zones. | have been asked to 
speak about the issue First, passing this law denves from 
the stipulations of present legislation, which calls for 
maximal creation of free economic zones in Belarus. 
Second, more than a century of practical functioning of 
such zones has shown that they are one of the most 
effective ways to solve numerous economic and social 
problems. Another important thing 1s that creating free 
economic zones in our country would show the world 
community our government's dedication to the course of 
reforms and structural restructuring of the national eco- 
nomic complex and provide the objective possibility of 
attracting foreign i- vestments 


|Hoytan} Finally: It used to be that when we introduced 
new highly placed state figures we did not talk about 
their famihes and hobbies. So their personal lives were 
hidden. What 1s our new Minister hke’ 


|Marynich} | was born in 1940 in the Gomel area. ! 
graduated from the polytechnic institute and worked in 
various construction organizations, and then on a city 
executive committee. Incidentally, two of my sons also 
chose *he builder's profession and both graduated from 
the Belarusian Polytechnic Institute. | have a grandson. 
My wife works in a project design institute. Anticipating 
your next question, about hobbies, let me say that | don't 
have much time for them. Still, | allow some time for 
entertainment in the week—!I always go to the sports 
arena. | loved basketball when | was young. | still play, 
with amateurs like me. Incidentally, our team was 
formed back in our student days. 


{Hoytan]} So, “a sound mind in a sound body...."° Well, 
thank you for an interesting conversation. Hope to see 
you again in the pages of ZVYAZDA. 


{[Marynich} Thank you. 
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Edict on Reorganization of Central Government 
Organs 

9S4KO/554 Minsk RESPUBLIKA in Russian 4 Oct 94 
p2 


(“Edict No. 122 of the President of the Republic of 
Belarus; On Changes in the Structure of the Centra! 
Organs of Administration of the Republic of Belarus”’} 


{[FBIS Translated Text} In order to improve the effective- 
ness of the central organs of administration of the republic 
of Belarus: 


1. Create the Republic of Belarus Ministry for Emergen- 
cies and Protection of the Population Against the Con- 
sequences of the Disaster at the Chernobyl AES [Nuclear 
Power Plant]. 


2. Establish the post of Minister for CIS Affairs of the 
Republic of Belarus. 


3. Transform: 


the Ministry of Education of the Republic of Belarus into 
the Ministry of Education and Science of the Republic of 
Belarus, 


the Ministry of Social Security of the Republic of Belarus 
into the Ministry of Social Protection of the Republic of 
Belarus; 


the State Committee of the Republic of Belarus for 
Antimonopoly Policy into the Ministry of Antimonopoly 
Policy of the Republic of Belarus: 


the State Committee of the Republic of Belarus for 
Statistics and Analysis into the Ministry of Statistics and 
Analysis of the Republic of Belarus: 


the State Committee of the Republic of Belarus for 
Industry and Intersectoral Plants into the Ministry of 
Industry of the Republic of Belarus: 


the State Committee of the Republic of Belarus for 
Labor and Social Protection into the Ministry of Labor 
of the Republic of Belarus; 


the Higher Certification Commission Under the Council 
of Ministers of the Republic of Belarus into the Higher 
Certification Commission Under the Cabinet of Minis- 
ters of the Republic of Belarus: 


the Main Administration for State Material Reserves 
Under the Council of Ministers of the Republic of 
Belarus into the Main Administration for State Material 
Reserves Under the Cabinet of Ministers of the Republic 
of Belarus. 


4. Abolish: 


the Committee for the Social Protection of Military 
Servicemen, Enlisted and Command Personnel of 
Organs of Internal Affairs, and Reserve or Retired Inter- 
nationalist Servicemen, and Members of Their Families 
Under the Council of Ministers of the Republic of 
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Belarus, transfe,ring its functions, respectively, to the 
Ministry of Defense of the Republic of Belarus, the 
Ministry of Internal Affairs of the Republic of Belarus, 
and the Ministry of Social Protection of the Republic of 
Belarus, 


the Committee of Geodesy Under the Council of Minis- 
ters of the Republic of Belarus, transferring its functions 
to the Ministry of Architecture and Construction of the 
Republic of Belarus. 


5. Reorganize: 


the State Insurance Inspectorate of the Republic of 
Belarus Under the Council of Ministers of the Republic 
of Belarus, the Committee for Precious Metals and 
Precious Stones Under the Council of Ministers of the 
Republic of Belarus, the State Inspectorate of the 
Republic of Belarus for Securities and the Main State 
Tax Inspectorate Under the Finance Ministry of the 
Republic of Belarus, by attaching them to the Finance 
Ministry of the Republic of Belarus, in order that said 
Ministry shall incorporate in its structure, respectively, 
the State Insurance Inspectorate, the Committee for 
Precious Metals, the Inspectorate for Securities, and the 
State Tax Inspectorate, having the rights of a legal 
person: 


the Department of Prices Under the Ministry of the 
Economy of the Republic of Belarus and the Department 
tor Economic Questions of Defense Under the Ministry 
of the Economy of the Republic of Belarus, by attaching 
them to the Ministry of the Economy of the Republic of 
Belarus, in order that said Ministry shall incorporate 
within its structure, respectively, the Committee of 
Prices and the Committee for Economic Questions of 
Defense, having the rights of a legal person, 


the State Committee of the Republic of Belarus for 
Problems of the Consequences of the Disaster at the 
Chernobyl! AES and the Department To Restore the 
Health of Persons Suffering From the Disaster at the 
Chernobyl AES Under the State Committee of the 
Republic of Belarus for Problems of the Consequences of 
the Disaster at the Chernobyl AES, the State Committee 
of the Republic of Belarus To Oversee the Safety of 
Work in Industry and Nuclear Power, and the Main 
Administration for Hydrometeorology Under the 
Council of Ministers of the Republic of Belarus. by 
attaching them to the Ministry for Emergencies and 
Protection of the Population Against the Consequences 
of the Disaster at the Chernobyl AES of the Republic of 
Belarus, in order that said Ministry may incorporate 
within its structure, respectively, the Committee for 
Problems of the Consequences of the Disaster at the 
Chernobyl AES (based in said State Committee and 
Department), the Committee To Oversee the Safety of 
Work in Industry and Nuclear Power, and the Com- 
mittee for Hydrometeorology, having the rights of a legal 
person; 


the State Committee of the Republic of Belarus for 
Physical Culture and Sports, the Main Administration 
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for the Restoration and Preservation of Monuments of 
History and Culture Under the Council of Ministers of 
the Republic of Belarus and the Council for Religious 
Affairs Under the Council of Ministers of the Republic 
of Belarus, by attaching them to the Ministry of Culture 
and Press of the Republic of Belarus, in order that said 
Ministry may incorporate, with.n its structure, respec- 


tively he ~ ‘ommittee for Sports, the Committee for the 
Resto and Preservation of Monuments, and the 
Co r Religious Affairs, having the rights of a egal 
Peta. 


the Committee for Land Reform and Land Use Under 
the Council of Ministers of the Republic of Belarus and 
the Department of Fish Preservation Under the Ministry 
of Natural Resources and Environmental Protection of 
the Republic of Belarus, by attaching them to the Min- 
istry of Natural Resources and Environmental Protec- 
tion of the Republic of Belarus, in order that said 
Ministry may incorporate within its structure, respec- 
\ively, the Committee for Land Resources and the Com- 
mittee for Fish Conservation, having the rights of a legal 
person; 


the Ministry of Bread/Grain Products of the Republic of 
Belarus, by attaching it to the Ministry of Agriculture 
and Food of the Republic of Belarus, in order that said 
Ministry may incorporate in its structure the Committee 
for Bread/Grain Products, having the rights of a legal 
person; 


the Committee for Youth Affairs Under the Council of 
Ministers of the Republic of Belarus, the Committee for 
Science and Technology Under the Council of Ministers 
of the Republic of Belarus, the Committee for Standard- 
ization, Metrology, and Certification Under the Council 
of Ministers of the Republic of Belarus, the State Patent 
Office of the Republic of Belarus Under the Council of 
Ministers of the Republic of Belarus, and the Depart- 
ment of Authors’ and Related Rights Under the Ministry 
of Justice of the Republic of Belarus, by attaching them 
to the Ministry of Education and Science of the Republic 
of Belarus, in order that said Ministry may incorporate 
in its structure, respectively, the Committee for Youth 
Affairs, the Committee for Science and Technology, the 
Committee for Metrology, Standardization, and Certifi- 
cation, the State Patent Office, and the Committee for 
Authors’ and Related Rights, having the rights of a legal 
person; 


the Committee for the Use of Air Space and Air Traffic 
Administration Under the Council of Ministers of the 
Republic of Belarus, by attaching it to the Ministry of 
Transport and Communications of the Republic of 
Belarus, ‘: order that said Ministry may incorporate in 
its structure the Committee for the Use of Air Space and 
Outer Space and Air Traffic Administration, having the 
rights of a legal person; 


the Committee for Energy Conservation and Energy 
Oversight Under the Council of Ministers of the 
Republic of Belarus, by attaching it to the Ministry of 
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Fuel and Energy of the Republic of Belarus, in order that 
said Ministry may incorporate in its structure the Com- 
mittee for Energy Conservation and Energy Oversight, 
having the rights of a legal person; 


the Committee for Pharmaceutical and Microbiology 
Industry Under the Council of Ministers of the Republic 
of Belarus, by attaching it to the Ministry of Industry of 
the Republic of Belarus, in order that said Ministry may 
incorporate in its structure the Committee of Chemical 
and Microbiological Industry, having the rights of a legal 
person 


the State Inspectorate of Labor of the Republic of 
Belarus, by attaching it to the Ministry of Labor of the 
Republic of Belarus, in order that said Ministry may 
incorporate in its structure the State Inspectorate of 
Labor, having the rights of a legal person; 


the Public Social Protection Fund of the Republic of 
Belarus, by attaching it to the Ministry of Social Protec- 
tion of the Republic of Belarus, in order that said 
Ministry may incorporate in its structure the Public 
Social Protection Fund, having the rights of a legal 
person. 


6. Transfer the Belarusian Railroad and the Belarusian 
Association of Civil Aviation to the jurisdiction of the 
Ministry of Transport and Communications of the 
Republic of Belarus. 


7. Create liquidation commissions in connection with 
the abolition of the Committee for the Social Protection 
of Military Servicemen, Enlisted and Command Per- 
sonnel of the Organs of Internal Affairs, Reserve and 
Retired Internationalist Servicemen, and Members of 
Their Families Under the Council of Ministers of the 
Republic of Belarus and the Committee of Geodesy 
Under the Council of Ministers of the Republic of 
Belarus. Confirm the heads of said committees as 
chairmen of the liquidation commissions and instruct 
them to appoint the membership of these commissions. 


Within a two-month period, the liquidation commis- 
sions are to ensure, according to established procedures, 
the handling of questions relating to the abolition of said 
committees, including job placement for their personnel. 


8. The heads of the ministries and other central organs of 
administration of the Republic of Belarus which are to 
be reorganized in accordance with the present Edict shall 
ensure the handling of questions relating to changes in 
the structure of these organs, in accordance with legisla- 
tion in force. 


9. The Cabinet of Ministers of the Republic of Belarus 
shall: 


submit to the president of the Republic of Belarus 
proposals on candidates for the posts of ministers of the 
Republic of Belarus; 


decide the question of the allocation of duties among 
deputies to the prime minister of the Republic of 
Belarus; 
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within a two-month period, submit proposals on the 
reorganization of organs ~f administration under the 
ministries of the Republic of Belarus whose reorganiza- 
tion is not touched upon in the present Edict; 


within a three-month period: 


submit changes stemming from the present Edict to the 
Council of Ministers of the Republic of Belarus for 
decision; 


prepare and submit to the president of the Republic of 
Belarus proposals on making changes to legislative acts 
of the Republic of Belarus in connection with the adop- 
tion of the present Edict. 


10. Heads of the ministries and other central organs of 
administration of the Republic of Belarus which are 
created and reorganized by the present Edict shall, 
within a two-month period, in accordance with estab- 
lished procedures, submit draft statutes concerning these 
organs to the Cabinet of Ministers of the Republic of 
Belarus. 


If necessary, the Cabinet of Ministers of the Republic of 
Belarus shall eliminate committees and other structural 
subunits of the ministries whose creation is stipulated by 
the present Edict from the structure of these ministries. 


Committees and other structural subunits of ministries 
having the rights of a legal person shall not be invested 
with the power of regulating relations in their own 
behalf. 


11. Recommend that local soviets of deputies bring the 
structure of their executive and directive organs into 
conformity with the changed structure of the central 
organs of administration of the Republic of Belarus. 


[Signed] President of the Republic of Belarus, A. Lukash- 
enka 
23 September 1994 


Decree on 1994-95 Monetary-Credit Policy 
954K0169A Minsk RESPUBLIKA in Russian 14 Oct 94 
p2 


(‘Decree No. 10 of the National Bank of the Republic of 
Belarus: 'On the Directions of Monetary-Credit Policy of 
the Republic of Belarus for the Fourth Quarter of 1994 
and First Half of 1995,’” dated 5 October 1994, Minsk] 


[FBIS Translated Text] The governing board of the 
National Bank of the Republic of Belarus HEREBY 
DECREES: 


That the credit-monetary polity of the Republic of 
Belarus in the fourth quarter of 1994 and the first half of 
1995, in complement with the system of macroeconomic 
measures, shall be implemented toward provision of a 
sharp reduction in the rates of inflation, a notable 
stabilization in the exchange rate of the Belarusian ruble, 
a normalization of the accounting process, opposition to 
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the decline in volumes of production, and the creation of 
prerequisites for the formation of a civilized monetary 
market. 


For this purpose: 


1. Prior to 7 October 1994, a legislative announcement 
shall be prepared, declaring the Belarusian ruble to be 
the sole means of payment on the territory of the 
Republic of Belarus. At the same time, proposals shall be 
introduced for amending legislation in terms of strength- 
ening the independence and responsibility of the 

ational Bank for implementation of the monetary- 
credit policy and for placing on commercial banks the 
functions of agents of state control over the fulfillment of 
accounting, cash, and other monetary operations by the 
subjects of economic management, regardless of their 
forms of ownership. 


2. Provision shall be made for the marginally allowable 
increase in credits of the National Bank for the fourth 
quarter of 1994 in the sum of R345 billion, including for 
covering the state budget deficit in the sum of R170 
billion. For the first and second quarters of 1995, the 
marginally allowable increases in National Bank credits 
shall be determined in accordance with the guidelines for 
reducing inflation. 


3. The changeover from centralized distribution of 
National Bank credits to the economy to refinancing 
commercial banks through credit auctions and other 
market mechanisms shall be consistently implemented. 
For this purpose, the following shall be directed to credit 
auctions: 


in the fourth quarter of 1994—no less than 20 percent; 
in the first quarter of 1995—no less than 30 percent: 


in the second quarter of 1995—no less than 40 percent of 
the overall volume of refinancing (including credit 
extensions). 


4. The following shall be established as of 10 October 
1994: 


a) A National Bank refinancing rate at the level of 25 
p-rcent per month, with monthly payment of interest. 
Subsequently, the refinancing rate shall be established 
monthly in accordance with the rates of inflation, and 
successively brought closer to a positive value. From this 
time on, the practice of subsidizing enterprises through 
National Bank refinancing rates shall be discontinued. 


In the current year, R100 billion shal! be directed from 
the fund for preferred interest rates on credits to subsi- 
dizing individual enterprises. 


Starting in 1995, subsidization of enterprises a’ the 
expense of National Bank funds shall be discontinued; 


b) Minimum interest rates on deposits in the official 
monetary unit of the Republic of Belarus shall be at ‘he 
level of 18 percent per month. Subsequently, the inter-st 
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rates on deposits shall be established at a level compa- 
rable with inflation and exceeding the interest rates in 
the states bordering Belarus. As of November of 1994, a 
procedure for monthly computation of interest on 
deposits shall be established, with granting of the right of 
its monthly receipt. 


5. As of January of 1995, limitations shall be removed on 
individuals and legal persons for the free transfer of 
noncash ruble deposits to cash rubles and vice versa, 
within the limits of the availability of bank notes. 


Proposals shall be introduced on the repeal of declara- 
tion of funds invested in bank deposits. 


6. As of October 1994, unified reserve demands shall be 
applied to all banks and all categories of deposits, 
including currency deposits, at the level of 5.5 percent. 


7. Prior to | March 1995 and prior to | July 1995, the 
operating commercial banks shall increase their charter 
funds respectively to 600,000 and 1,100,000 ECU. 


8. As of October 1994, the National Bank shall utilize the 
practice of appointing for terms of up to six months a 
temporary administration in banks with an unsatisfac- 
tory financial condition, banks which do not provide for 
adherence to legislation, or in the case of loss of bank 
management. 


9. Responsibility of commercial banks shall be estab- 
lished for unsubstantiated delay in crediting funds to 
accounts of economic subjects which have been 
addressed to them, for a time exceeding two working 
days from the moment the funds are received in the bank 
correspondence account in the National Bank Center for 
Inter-State and Inter-bank Accounting. 


10. For the purpose of strengthening the exchange rate of 
the Belarusian ruble, normalization of the payments 
balance of the Republic of Belarus and developing the 
currency market, the following proposals shall be intro- 
duced: 


10.1 On repeal as of November 1994 of the declaration 
of currency funds placed by citizens in accounts at 
commercial banks; 


10.2. On declaring from | November 1994 through | 
January 1995 an amnesty on funds of subjects of eco- 
nomic management kept in accounts at foreign banks 
without license of the National Bank, in the case of their 
transfer to banks in Belarus; 


10.3 On eliminating the State Currency Fund and con- 
centration of all state currency resources in the National 
Bank as of | November 1994; 


10.4 On introducing a new procedure for control of 
revenue from receipts from export and import goods, 
effective 1 November 1994; 


10.5. On creating prior to | January 1995 a state com- 
pany to provide insurance on currency credits; 
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10.6. On mandatory application of cash-control appa- 
ratus by subjects of economic management for 
accounting of national monetary means in settling 
accounts with the public and legal persons, effective as of 
| January 1995, 


10.7. On ensuring the unhindered receipt from = the 
public of accounting checks and checks from check books 
issued by republic banks, which are made payable to 
subjects of economic management performing trade and 
providing services to the public, effective as of 
November 1994. 


11. As of 10 October 1994, all limitations shall be lifted 
on purchase of foreign currency from the population by 
institutions of the National Bank and commercial banks. 


12. As of | November 1994, the changeover to 50- 
percent mandatory sale of receipts in Russian rubles 
shall be implemented. A proposal shall be introduced on 
repealing in 1995 the mandatory sale of all types of 
foreign currency. At the same time, the inter-bank cur- 
rency market shall be developed. No additional limita- 
tions on currency operations shall be introduced, and the 
practice of multiple exchange rates shall not be imple- 
mented. 


Gross currency reserves of the National Bank shall be 
increased in the fourth quarter of 1994 by no less than 
$30 million, and in 1995—by no less than $100 million. 


13. As of 1 January 1995, retail trade for foreign cur- 
rency shall be discontinued. 


14. As of | November 1994, subjects of economic 
management shall be allowed to open deposits in 
republic banks with currencies of the CIS countries. 


15. Prior to | December 1994, a draft agreement on 
coordinated policy in the sphere of maintaining the 
exchange rates of national currencies and their mutual 
convertibility shall be prepared and submitted to the 
Bank of Russia. 


16. Subjects of economic management have the night to 
receive credit at any bank, with notification of the bank 
in which the account is opened regarding the receipt of 
credit at the other banks. In this case, the bank at which 
the account of the economic subject is opened performs 
a summary credit check on all indebtedness on loans of 
the given economic subject. 


17. Efforts on strengthening bank control and on 
bringing it closer to international standards shall be 
increased. 


18. Taking into consideration the determining role of 
all-system measures provided by the program of imme- 
diate measures for emergence of the economy of the 
Republic of Belarus from crisis, on holding down infla- 
tion and stabilization of the course of the Belarusian 
ruble, the management of the National Bank and the 
commercial banks shall take an active part in their 
realization. 
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19. The draft plan for preparation of documents and 
materials on implementing the monetary-credit policy of 
the Republic of Belarus in the fourth quarter of 1994 and 
the first half of 1995 shall be approved. 


[Signed] First Deputy Chairman of the Governing Board 
N.A. KUZMICH 


Reformist Minister Outlines Views 
954K0/57A Minsk ZVYAZDA in Belarusian 23 Sep 94 
pp I, 3 


[Interview with Minister of Labor Alyaksandr Vikt- 
aravich Sasnow by Vital Tsyhankow; place and date not 
given, under rubric “First Interview in His New Posi- 
tion”: ‘“‘I Will Try To Ensure That the President's 
Decisions Are in Keeping With the Strategy of 
Reforms’”’} 


[FBIS Translated Text] Alyaksandr Viktaravich Sasnow 
needs no introduction. Serving as chairman of the Parlia- 
mentary Commission on Labor, Prices, and Social Pro- 
tection, he always speaks in favor of market reforms and 
Belarusian independence. By his economic convictions 
Sasnow is a liberal, which makes it tempting to invent this 
fine phrase, “the first liberal in Lukashenka’s Cabinet of 
Ministers.” But journalists’ special interest in Sasnow’s 
appointment (the new minister gives interviews to the 
press almost every day) comes from something else: As we 
know, during the election campaign he was part of presi- 
dential candidate Zyanon Paznyak’s team. “I will fight for 
my principles to the end, I have nothing to fear,” says 
Alyaksandr Viktaravich. What these principles are we 
will try to discern in our interview with the new minister of 
labor. 


[Tsyhankow] Alyaksandr Viktaravich, you have long 
been known as a principled market advocate, in favor of 
radical reform of our economy. Since you have agreed to 
take this position, can it be that Lukashenka’s team has 
changed your mind in regard to reform? 


[Sasnow] I must admit that at first I really was appre- 
hensive—but least of all in regard to market reforms; I 
continue to think that there is no real alternative. 


I was much more worried about the polemics and 
formulations (including from the lips of the present 
president) concerning Belarus’s relations with Russia. I 
continue to be categorically against incorporating our 
country into Russia, and I was even convinced that there 
would be no real support for this idea (except for oral 
declarations) in Russia, regardless of any political bene- 
fits. Talk like that was quite disturbing to me. But after 
talks with Ling and Sinitsyn, and especially after the 
president’s trip to Moscow with our delegation, I real- 
ized that these fears are groundless so far. 


Another circumstance that decided matters for me was 
the first steps of Lukashenka’s team in the direction of 
reform, the revaluation of money as a step toward 
creating our own currency system, and the realization of 
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the necessity of releasing prices. We had no choice; 
further attempts to keep prices low at the expense of 
“stripping” normally operating enterprises would be a 
dead-end policy. The president still intended to take 
these steps, which was another source of apprehension 
for me. 


[Tsyhankow] Did you talk to the president himself? 


[Sasnow] Yes, we had a talk when I was appointed. We 
generally understand one another. We noted that we 
both opposed the previous regime, and also that we had 
had certain clashes, but they were not basically political 
but rather disputes over particular provisions of draft 
laws. We noted these things and got ready to work 
together. 


[Tsyhankow] In regard to Lukashenka as a deputy, many 
people think that he has always taken a very populist 
stance. For example, when the minimum wage was being 
discussed, Lukashenka would always demand a higher 
level, regardless of realities. How much do you think he 
has changed in this regard? 


{Sasnow] First, populism. Kebich was once a fervent 
populist; he promised cheap sausage, forgetting that 
someone else could promise even cheaper sausage. It is 
my impression now, however, that the government prob- 
ably cannot take any other path. But to me these 
methods are unacceptable, that’s my inner conviction. 


As for the minimum wage.... It was also possible to use 
such methods without answering and criticizing the 
existing regime. But life itself immediately raises the 
question: If we undertake to maximize wages, we have to 
think about replenishing the budget. How? By printing 
inflationary money? These are the questions that Deputy 
Lukashenka and I argued about. 


Now it might even seem to be the opposite: | will 
sometimes insist on raising w.ges in order to maintain 
their incentive role, while the president may oppose it. 


[Tsyhankow] In the presidential elections you were on 
Paznyak’s team and a member of the Front’s shadow 
cabinei. How did the BNF [Belarus People’s Front] react 
to your appointment? 


[Sasnow] I was much attracted by the fact that Paznyak 
went into the election with honest rather than populist 
methods, although even he manifested certain elements 
of populism. At any rate, his and Shushkevich’s pro- 
grams were the least “guilty” of populism. Their pro- 
grams were logical, and from the standpoint of the 
economy, I think, they were right. I supported Paznyak 
rather than Shushkevich, because, the way I saw it, his 
chances were better—and that proved to be true. 


When they appointed me, I raised the issue in the 
‘shadow cabinet,”’ and most of its key figures accepted 
my arguments. The main thing, in my opinion, was that 
now I can pursue the normal course, at least in one 
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ministry. Incidentally, | see now that the normal course 
is being pursued elsewhere besides in the ministry. 


{Tsyhankow] Does this mean that there is talk now about 
creating a coalition government? 


[Sasnow] I don’t think so. A coalition government is out 
of the question, because the president appoints the 
government. As for my participation in the government, 
let me quote the president, who said that it is primarily 
a tribute to professionalism. Incidentally, he has repeat- 
edly stressed this idea: “Let's be done with politics and 
get down to business.” 


[Tsyhankow] Well, do you think he is succeeding? If so, 
how do you assess the president’s statement that prices 
will not be raised after | September? 


[Sasnow] There are some subtleties here. Prices might 
not be raised, all right; they may simply be released and 
rise themselves. But the necessity of raising them 1s an 
objective fact given higher prices on energy, raw mate- 
rials, and so on. Otherwise, subsidies are needed. From 
where? An empty budget? That means either taking 
money from those who have it—which is a bad idea, 
because it will ruin enterprises—or print more money, 
boosting inflation. 


[Tsyhankow] Let’s discuss the policies to be conducted 
by Labor Minister Alyaksandr Sasnow. Do you have 
your own strategy, or do you see your role as carrying out 
the president’s program? 


[Sasnow] My strategy is harmonious with a plan of 
normal economic reforms of a market nature. I will try to 
see to it that the president’s actions and decisions are 
consistent with that strategy. That’s the basic thrust of 
my activity—to use every means to influence the posi- 
tion of the President and the Cabinet of Ministers to 
carry out normal market reforms. If I can’t do it, I will 
quit. 


As for our professional work in the ministry, we will 
naturally carry out the tasks they give us. A ministry ts 
not a political establishment, it is a professional body in 
a specific sphere and is supposed to implement the 
decisions of its superiors. To a certain extent, however, 
the minister is a political figure—in addition to profes- 
sional aspects he is involved in political aspects. So far 
my first interactions with the president’s team indicate 
that people are listening to me. 


[Tsyhankow] The president is always saying that our 
reforms must not result in a lower standard of living 
(even temporary). Are there such reforms in general? 


[Sasnow] That is what both I and the president would 
like. But, life is life. If the national income continues to 
decline, of course, we will not be able to maintain the 
same level, no matter how much money we print or how 
much help we ask for. We'll get it, and support, but that 
is no panacea. There is only one remedy—get out of the 
dead end, make the economy work. There are a number 
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of ways, which the previous regime failed to use. | think 
the first thing 1s to support all forms of business. This is 
one way to create structures capable of operating under 
present and future conditions, to create new jobs for 
people, at long last. Unfortunately, some of our monster 
State industries frequently cannot survive. Many of them 
grab the easy credit and spend it quickly, producing 
goods that are not in demand and filling warehouses with 
them. Then they stand idle, waiting for new credit and 
telling people that the government is not working right. 
They are th. ones that are not working right, because 
they should be producing goods for sale, for the market, 
not for the warehouse. That is the only correct approach. 
I have the impression that some of our monsters will not 
survive under the new conditions. 


{Tsyhankow] What level of unemployment do you con- 
sider acceptable, and what can we expect in the near 
future? 


[Sasnow] You know, that’s a very controversial issue. We 
have 2 percent, and some people are yelling that that is 
impossible. In other countries, 5 to 6 percent is consid- 
ered normal. In Portugal, when it converted from dicta- 
torship from democracy, they had 25 percent—yet no 
social conflicts erupted. 


I think that the state must fight unemployment with all 
civilized means. It is impossible to guarantee full 
employment—even with the methods Stalin used. But it 
is essential to reduce unemployment and provide people 
with work. 


There is one important circumstance here. We all say, 
“We need to create new jobs,” as if someone was 
supposed to do that. But only our people themselves can 
do that. But in addition to positive stimuli (higher wages, 
earnings, and so on) there are negative ones as well—if 
there is nothing to eat, a man will start looking for ways 
to feed his family. 


[ Tsyhankow] In other words, you share the familiar idea 
that a certain percentage of unemployment is even 
desirable... 


{[Sasnow] That is not the point. A maraet economy 
without a certain level of unemployment cannot exist; 
human reserves are needed. If, for example, some 
product is no longer saleable, production will stop, and 
people will be out of work. But organizing new produc- 
tion to turn out something that is more popular and 
saleable requires cadres and manpower. 


In addition, some professions die out and others come 
into being—that is structural unemployment. Let's say 
there is a need for 10,000 persons who know computers, 
and there are 8,000 unemployed, but they are profession- 
ally unable to take these jobs. Tell me, then, is this 
unemployment? Therefore, the state’s task is to try to 
influence the situation, to retrain people, not to impose 
these 8,000 on whoever has the 10,000 jobs. That would 
be like telling a blacksmith used to manual labor to 
operate a computer. 
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{[Tsyhankow] While you were the chairman of the Par- 
liamentary Commission for Social Protection you 
repeatedly advocated automatic indexation in place of 
raising minimum wages. What path would you advise 
now? 


{Sasnow] Solving this problem depends on the pace of 
changing price correlations. If prices are changed all at 
once, as happened in August, we probably cannot get by 
with indexation. I have always said that prices ought to 
be released one time, after which they will not jump all at 
once but gradually, making it possible for indexation to 
work normally. Right now, the indexation for August 
(over 50 percent) will go at any time, whether the 
government raises the minimum wage or not. Moreover, 
even if a new minimum is introduced on | October 
(which I strongly doubt because of powerful opposition), 
the September indexation will still go. Remember that 
the minimum is established by the government but 
approved by the Supreme Soviet. The trouble is that one 
time, the majority in parliament refused to change the 
indexation of pensions. I advocate converting pensions 
to the general procedure of indexation and tying them to 
price rises rather than to wage increases, the way it works 
now. Pensioners are the first to suffer. The working man 
can find a different job or a second or third job, but what 
happens to the pensioner? He has been squeezed like a 
lemon, he can only live on his pension, and if it does not 
rise, he is done for. 


[Tsyhankow] One sore point for many people now is the 
devaluation of the “‘zaychyk.”” Many people write to the 
editors that the devaluation has decimated their savings. 


[Sasnow] I do not think that the devaluation has reduced 
savings by 10 times—that is just a technical action, 
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because prices fell by 10 times also, There are people 
who are trying to make political capital out of it, yelling 
that they saved up Russian rubles. That's not true, 
nobody saved up Russian rubles; they saved Soviet 
money. The ‘“zaychyki"’ are merely replacements of 
Soviet money, and now they have been brought into line 
with bank notes. Any indexation of those savings must 
be out of the question. 


As for compensating savers’ losses, I think the only 
compensation should be for what was in accounts before 
1 January 1991. This can be done, for example, by 
privatizing state property and land; we need to think and 
solve this problem some way. As for savings after 1991, 
I'm sorry. Those savings went other places besides the 
Savings Bank In addition, interest rates have risen 
several times—another defense against inflation. If the 
interest rate was unsatisfactory, people should not have 
put their money there; nobody made them. But we do 
not have to give out unearned money. 


[Tsyhankow] Which strata of the population, do you 
think, have the right to social protection, considering 
that about 80 percent of Belarus's inhabitants are in the 
“poor” category? 


[Sasnow] The only people who need protection are those 
who cannot take care of themselves. A man might be 
poor because he does not want to work; that’s his 
problem. The only people who should be supported are 
those who are not yet, or are no longer, able to earn their 
own living. Those who are “not yet able” are the chil- 
dren, our nation’s future, whom we are obliged to help 
and care for; those who are “no longer able” are retired 
persons, and we will all be in that position one day. 
That’s all. Able-bodied people should work not only for 
themselves but also to take care of those who cannot. 
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Zhirinovskiy Party Affiliate Founded 
954K0248A Baku ZERKALO in Russian 29 Oct 94 p 9 


[Interview with Sergey Moiseyev and Vadim Subbotkin, 
members of the Liberal Democratic Party of Azerbai- 
jan’s Central Committee, by ZERKALO correspondent 
U. Chertovskikh,; place and date not given: “Zhiri- 
novskiy Party’s Branch Founded in Azerbaijan’’] 


{[FBIS Translated Text] A ZERKALO correspondent 
learned that a founding conference of the Liberal Dem- 
ocratic Party of Azerbaijan [LDPA], which is a subsid- 
lary organization of V. Zhirinovskiy’s well-known LDPR 
[Liberal Democratic Party of Russia], was recently held 
in a private apartment in Baku. The conference was 
attended by 51 delegates, who elected the LDPA leader- 
ship—the Supreme Council and leaders of regional orga- 
nizations. Lyudmila Nikolayeva, V. Zhirinovskiy’s 
authorized representative in Azerbaijan, was elected 
LDPA chairman. In a few days she will be heading for 
Moscow, to confirm the invitation to LDPR leader 
Viadimir Zhirinovskiy to visit Baku, which he accepted 
in September of this year. The LDPR leaders’ visit 1s 
expected to take place in November of this year. 


The ZERKALO correspondent met with LDPA Central 
Committee members Sergey Moiseyev and Vadim Sub- 
botkin. 


[Chertovskikh] How did your party get started? 


[Moiseyev and Subbotkin] The first LDPA members 
appeared in Azerbaijan in 1990. The party is well known 
in certain social circles and international in membership. 
Azerbaijanis comprise about 50 percent of it, and the 
other 50 percent consist of Russians, Jews, and Lezgins. 
Almost all confessions in the Republic of Azerbaijan are 
represented in the LDPA—all religions are equal for us. 
The social composition—mainly intelligentsia: jurists, 
teachers, engineers; workers also are represented, as well 
as people of “new formation’’—businessmen. The 
average age is about 30. We are not yet registered. The 
membership of our party is not large enough to be 
registered as a political party. In the past we existed as an 
association, a club, and have been formalized as a 
political organization since the beginning of summer of 
1994. We intend to register in the end of November- 
beginning of December. 


While we are an LDPR branch, de facto we are an 
independent party of independent Azerbaijan, since our 
program is oriented toward the conditions of this partic- 
ular region. Of course, we consider Vladimir Volfovich 
our ideological teacher and inspiration, and share his 
platform. 


When we get recommendations from Moscow regarding 
the conduct of events, we act on the basis of local 
conditions. As every party, we have a maximum and 
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minimum program. The maximum program ts Azerba- 
yan joining a confederation. The main principle— 
confederation—is applied in defining the legal status of 
national-state entities. Each state in this entity is to be 
nominally independent, but it will become a part of one 
State that has a “superstructure” of sorts, which regulates 
and resolves all problems that come up. In our opinion, 
a confederation form is more solid than such ethereal 
entities as the CIS. 


(Chertovskikh] Zhirinovskiy says in his book “The Last 
March to the South”: “An artificial name: the USSR; 
and an even more artificial name: the CIS. The state has 
its own name—Russia.”’ Is Russia also Azerbaijan, and 
Turkmenistan, and Latvia? Is this statement not too 
peremptory? 


{[Motseyev and Subbotkin] We are not talking about 
recutting the map. We are not saying: “a state for 
Russians.’ We work on the premise that at the time of 
the former Union, Azerbaijan was a sovereign power 
protected from the encroachment of great Western 
powers against its territorial integrity. At this point, after 
the disintegration of the USSR, Azerbaijan found itself 
defenseless not only against great powers, but also 
against Third World countries. Azerbaijani economy is 
oriented toward the republics of the former Union and 
the process of its current development is incredibly 
difficult. Azerbaijan cannot exist without old ties. It had 
been economically and politically weakened. The solu- 
tion in this situation is to join a confederation, unite with 
Russia and the republics of the former USSR. Of course, 
the decision on joining a confederation should be made 
voluntarily, on the basis of a general national refer- 
endum. 


[Chertovskikh] In your opinion, how does the fact of 
existence of the independent state of Azerbaijan tie in 
with Zhirinovskiy statements such as: “We must make 
this last southern breakthrough for the Russians in order 
to forever put an end to the danger on southern flanks?” 
Will Azerbaijani people vote for these imperial ideas at 
the referendum? 


[Moiseyev and Subbotkin] If you read Zhirinovskiy’s 
book “The Last March to the South” attentively, you will 
see that Zhirinovskiy does not indicate anywhere his 
intent to subjugate other peoples by force—whatever 
happens, will happen peacefully. The Azerbaijani people 
will understand that ‘‘we cannot live separate and apart” 
and in the end will choose the road of unity. Nazarbayev 
is coming to this understanding now, and hence his 
proposal to create a Eurasian Union. Many Azerbaijani 
share our viewpoint. 


[Chertovskikh] And your minimum program? 


[Moiseyev and Subbotkin] The minimum program at 
this point is to halt migration of people, protect the rights 
of the Russian-speaking population of our republic. Our 
party is a party of realists, and we act on the basis of a 
real situation in the Transcaucasus and the republic. We 
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fully support G. Aliyev’s state policy and are ready to 
cooperate with any party that can offer something con- 
structive with respect to resolving the problems in our 
republic. By the way, among our party members are 
members of the Sodruzhestvo and the Helsinki Civic 
Assembly for Support of Civil Peace in Azerbaijan. 
There are also communists in our party. While we do not 
share communist views, we have nevertheless made an 
effort to establish business contacts with rank and file 
members of the communist party, who were not partic- 
ularly responsive. 


{Chertovskikh] How do you feel about the fact that you 
are called ‘‘fascists’”? 


[Moiseyev and Subbotkin] We would like to emphasize 
that our party pursues strictly peaceful goals, and vio- 
lence in any form is unacceptable for us. Those who stick 
a “fascist” label on us are wrong. There are a lot of 
religious people in our party, and faith and violence are 
incompatible. We act only by peaceful methods. 


Bread Products Shortage in Baku 
954K0248B Baku ZERKALO in Russian 29 Oct 94 p 6 


{Report by I. Agayev: “There Is No Bread, Even of Bad 
Quality—But Its Price Will Go Up”’} 


[FBIS Translated Text] Lately, Baku has been experi- 
encing an acute shortage of bread and bakery items. 
Various state organizations cite numerous reasons that 
allegedly explain why there is not enough bread. 


We asked the deputy minister of grain products, A. 
Aliyev, to comment on this current problem, but the 
deputy minister was so busy that, unfortunately, we were 
not able to meet with him. At the time, even A. Aliyev’s 
secretary was under orders not to enter his office in order 
not to disrupt the frantic pace of the boss’ work. 


Nevertheless, in the end we did get an answer to the 
question of our concern. According to Ministry of Grain 
Products staff, the cause of bread shortages is simple: 
“There is not enough grain and flour.” 


Azerbaijan needs about 1.2 million tonnes a year. This 
year we harvested only 208,500 tonnes of grain. To 
somehow solve thie problem, grain and flour are brought 
from the far and ..ear abroad (mainly from Turkey, the 
Russian Federation, and Kazakhstan) through the port 
of Turkmenbashi (former Krasnovodsk) and the ports of 
Batumi and Poti (grain from Turkey is shipped there). 


We learned that the Ministry of Grain Products owes 
five countries for flour and grain already purchased: to 
Turkey—$25.2 million; to Russia—$3.672 million; to 
Cyprus—$90,000; to Ireland—$56,000; and to Switzer- 
land—$241,000. Interestingly, the Ministry of Grain 
Products conducted its trade operations through 
numerous intermediaries, including TMO (Turkey), Bar- 
rowdon Trading (Russia), LMS Consulting (Cyprus), 
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Cooper and Dayton (Ireland), Travina (Switzerland), 
Russia's Bread (Russia), and with the Tarana company 
(Moscow). 


Thus, Azerbaijan currently has no reserves of grain 
products, and for this reason all purchased and delivered 
grain goes straight to the mills and straight from there to 
bread-baking plants. The production technology 
requires, however, that the flour received from a mill sit 
for at least three days. Nobody follows this rule, how- 
ever, and as a result the bread that comes out is of very 
low quality. 


As we learned from competent sources, the Cabinet of 
Ministers at its meeting considered the question of 
raising the prices in order to ‘balance the current prices 
for flour and bread.” Prices for bread and bakery prod- 
ucts will be raised [last line missing as received]. 


Parliament Adopts Currency, Arms Rules 


954K0251A Baku AZERBAYDZHAN in Russian 29 
Oct 94 p 1 


[Article by Farid Arifoglu: ‘‘Parliament—Farewell, 
Arms”’} 


[FBIS Translated Text] The Law on Currency Regula- 
tion was adopted by the National Assembly at a meeting 
on 21! October. In presenting the draft law, Dzhumshud 
Nuriyev, chairman of the budget control commission, 
reported that, after adoption of the document on the first 
reading, changes and additions were made to it, in 
particular, proposals of specialists are reflected in it that 
have been expressed on the pages of the opposition 
newspapers AZADLYG and MILLYAT. 


The document indicates the procedure for forming the 
currency reserves of the country; 75 percent of them will 
be assigned to the Unified Currency Fund (YeVF), and 
25 percent—to the Stabilization Fund (SF). The powers 
of the National Bank have been expanded and its respon- 
sibility has been defined in the use of the SF for the 
purpose of reinforcing the national currency rate of 
exchange. To the question whether the new law will 
preserve the rate of exchange of the manat, Dzh. Nuriyev 
answered: “It will contribute to this in some measure. 
But the problem cannot be resolved by the law alone; a 
complex of practical measures is needed to improve the 
economy and, most of all—to increase production. 


Commenting on the meaning of the new law, the 
chairman of the National Assembly emphasized that the 
presence of such a document is one of the conditions for 
granting credits to Azerbaijan by the International Mon- 
etary Fund and other international financial organiza- 
tions. 


The law was passed after a short discussion. 


The parliament concurred in the early release of Ragim 
Salimov from duty as a judge of the people’s court in 
Gusarskiy Rayon for serious shortcomings in work. 
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Changes and additions were made to the Criminal Code 
of the Republic. They provide for stiffening punishments 
for appeals for the violent overthrow of state authority, 
for insulting the police and for opposition to its workers, 
for dishonoring the state flag and coat of arms, and also 
for a number of other crimes. 


The proposal of Deputy Galib Gurbanov about the 
official celebration of the 50th Anniversary of the Vic- 
tory over Fascism found support. The commission on 
questions of state construction and defense was 
instructed to prepare pertinent materials. 


zk 


The daytime meeting of 25 October was devoted to a 
discussion of the problem of fighting crime and, in 
particular, the question of confiscating illegally held 
weapons from people. Minister of Internal Affairs Ramil 
Usubov and Acting Procurator General Eldar Gasznov 
presented information on the progress of the collection 
of weapons from .... population. R. Usubov cited data 
on the confiscation and voluntary surrender of weapons 
since the beginning of the year: 943 assault rifles, 106 
machineguns, 227 pistols, 92 grenade launchers, and 16 
“Grad” units. 


Nevertheless, there are still a lot of weapons among the 
population. “ At the present time, citizens have about 
20,000 gun barrels,” Rasul Guliyev, the head of parlia- 
ment, reported. According to his words, the problem 1s 
being aggravated by the efforts of well-known forces to 
destabilize the sociopolitical situation in the country and 
to carry out an armed state coup. 


“Today, four figures who have joined hands constitute a 
threat to Azerbaijani statehood: Ayaz Mutalibov, Suret 
Guseynov, Ragim Gaziyev, and Alikram Gumbatov,” 
declared R. Guliyev. He noted that R. Gaziyev is 
sending his emissaries to commanders of military units 
with a proposal to cross over to his side, and A. Gum- 
batov 1s teaching his comrades in arms to gain the trust 
of the authorities, in order to play the role of a “Trojan 
horse” later on. “They are relying on a number of 
political parties—we will soon publish on which ones 
specifically,” the speaker observed. 


A decree was adopted “On Additional Measures in 
Reinforcing the Fight against Cases of Bearing, Storing, 
and Acquiring Firearms, Ammunition, and Explosives 
Without Appropriate Licenses.” The decree contains an 
appeal to citizens to voluntarily surrender any firearms 
that they have stored illegally to law enforcement organs 
by 15 November of this year. Persons who have volun- 
tarily surrendered weapons by the indicated date will be 
given a material incentive. But, after 15 November, 
Article 220 of the Criminal Code of Azerbaijan, which 
releases persons from criminal responsibility who have 
surrendered weapons, ammunition, and explosives, is no 
longer in force. Organs of the procuracy and the police 
have been instructed to initiate actions in this oblast, and 
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it has been recommended to judges to toughen punish- 
ment measures. The development of a separate law “On 
Weapons” is envisioned. A specially established com- 
mission will verify procedures for storing weapons and 
ammunition in military units, and at other facilities. 


Atan evening meeting, the deputies examined a message 
from Arif Pashayev, the deputy chairman of the People’s 
Front, who was accused in the matter of the surrender of 
Shusha and Lachin, and who escaped on 21 September 
of this year from an investigation cell of the MNB 
{Ministry of National Security]. Denying the accusation 
directed at him, A. Pashayev set forth conditions under 
which he is ready to return to court: The invitation of 
international observers to a court trial, a guarantee of his 
personal safety, release from custody, and a direct broad- 
cast from the courtroom. After satisfying all of A. Pash- 
ayev’s demands, the NS [National Assembly] proposed 
that he appear in the Supreme Court before 30 October. 
But, if A. Pashayev does not return, then we will assess 
his treatment as a provocation of the NFA [People’s 
Front of Afghanistan],“* said the head of parliament. 


The deputies also listened to information of managers of 
the Main State Tax Inspectorate, the Ministry of Labor 
and Social Protection of the Population, and the Social 
Protection Fund on ways to implement the edict of the 
president of 24 October of this year “On Additional 
Measures in the Sphere of Social Protection of the 
Population.”’ Manipulating figures, the speakers gave 
vague answers to the question that troubles everyone— 
whether the social position of the people will get better. 
Summing up the discussion, the chairman of the 
National Assembly declared that the aim of the edict 1s 
to prevent a worsening of the social condition of the 
people and to stabilize the situation in the economy. He 
reported that a commission of the NS for economic 
policy will submit the strategy of privatization to parlia- 
ment for examination in the next few days. “Moreover, 
we expect to receive a credit of $175 million in all from 
international financial structures in November- 
December. If this occurs, then it will be possible to 
stabilize the situation in the economy 1n the course of six 
months,” R. Guliyev remarked in conclusion. 


Cash Shortage at National Bank 
954K0246B Baku ZERKALO in Russian 29 Oct 94 pI 


[Unattributed report: “The National Bank Experiences 
Acute Shortage of Cash’’] 


[FBIS Translated Text] “The National Bank of Azerba- 
yan does not have enough cash to pay out the money 
owed to the population, in particular, the wages owed, 
which currently amount to 42 billion manats,”’ told to 
KHABAR-SERVICE agency correspondent National 
Bank’s Vice President Fuad Akhundov. He noted that 
the payout is mainly being done through centralized 
resources. Currently the priority task is to pay compen- 
sations and other allowances envisaged by the presi- 
dent’s latest decree. 
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F. Akhundov said that a new shipment of manais will 
arrive in Azerbaijan soon, this is the subject of current 
negotiations between the National Bank’s Acting Presi- 
dent Elman Rustamov and the country that has the 
contract for printing Azerbaijani money. 


Economists Comment on Wage, Price Rises 
954K02474 Baku ZERKALO in Russian 29 Oct 94 p 6 


[Three economists’ views: “Both Prices and Pay Are 
Growing. But at Different Speeds” 


{[FBIS Translated Text] The past week was marked by two 
events with a direct bearing on the pockets of the masses 
at large: On the one hand, the price of fuel went up, and 
there was persistent talk about the fact that the price of 
bread would rise and that everything at the stalls would, 
accordingly, start to rise, and, on the other, the presiden- 
tial edict “Supplementary Measures in the Sphere of the 
Social Protection of the Population,” which specifies, inter 
alia, an increase in the minimum wage to 4,000 manat, 
was issued. 


We asked for comments on this edict from three econo- 
mists, who are equally competent, but who hold, by all 
accounts, different political views. 


Ali Masimov, doctor of economic sciences and president of 
the Union of Independent Economists of Azerbaijan: 


The present increase in prices is the third following that 
of November 1993 and June 1994. This was a forced step 
by the present government since the budget deficit has 
reached sizable proportions. Objectively, this step was 
necessary. The process of price liberalization has been 
under way since 1991, the prices of all foods have 
already been released, and only the prices of energy 
sources are regulated by the state. An imbalance has 
arisen: our prices of energy sources today constitute only 
5 percent of world prices. So the increase in these is a 
natural process en route to the market economy. 


But an increase in prices alone will do nothing since the 
other reforms are inoperative. Such steps on the part of 
the government will only increase the rate of inflation— 
the increase in prices will compete with the increase in 
pay. It is incomprehensible to me why the government 
calls such actions measures for the social protection of 
the population. After all, this will signify merely a 
decline in the living standard and an increase in social 
tension. This is not an intensification of the reforms but 
a one-sided approach to the creation of the market. 


It is essential also to take account of the imbalance 
between the increase in prices and wages. In November 
1993, the price of energy sources (and, consequently, of 
all other commodities and foods) was increased by a 
factor of 6.8, and wages, by only 80 percent. In June 
1994 prices increased by a factor of 3.6; wages, by a 
factor of 2.2. Now the difference between the increase in 
prices and the increase in wages is somewhat less, but the 
trend persists. I would like to reiterate that an increase in 
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prices not supported by other market reforms will not be 
a factor of economic recovery. 


Professor Nazim Imanov, doctor of economic sciences and 
deputy chairman of the National Independence of Azer- 
baijan Party: 


I see the appearance of this edict not as a link in the 
chain of the growth of well-being but as an attempt to 
alleviate the situation with regard to the impermissibly 
low well-being of society. Such decisions are adopted in 
99 cases out of 100 either on the threshold or immedi- 
ately following an upward price spiral. The latest obvi- 
ously [two lines missing] speak of a coming increase in 
the price of bread and bread products. 


I do not expect, following this edict, a lessening of social 
tension or that it will compensate if only 50 percent for 
the increase in prices. It will be of no significance for a 
resolution of social problems for the reason that the 
increase in the expenditure side of the budget is not 
linked to an adequate replenishment of its revenue side, 
and this will inevitably signify inflation and, conse- 
quently, the depreciation of the supplementary pay- 
ments for which the edict provides. 


Further, the ministries of education and health are 
instructed as of | January 1995 to increase the number of 
enterprises and organizations operating on the principles 
of financial autonomy. This edict, however, instructs the 
Ministry of Finance to channel the taxes on their profits 
into an increase in pay for the employees of the Ministry 
of Education and the Ministry of Health that are publicly 
funded. Of course, an increase in the number of finan- 
cially autonomous enterprises 1s progressive, but there 
are several “buts” here. Enterprises of the ministries of 
education and health, which are engaged 1n health care 
and education proper, are exempt from the payment of 
taxes by the laws of the Azerbayjan Republic. But those 
from which taxes are withheld (motor pools, public 
catering enterprises, printing plants, publishing houses) 
are in a deplorable state. | do not believe that this article 
of the edict will in any way seriously increase the revenue 
side of the budget. 


It would have been more correct to have shaped a 
normal legislative environment for the creation of enter- 
prises of [two lines missing] basis that are not tax 
exempt. This would have made it possible to have 
contributed to the solution of several problems simulta- 
neously—the creation of new jobs paid at the normal 
rate, the formation of a source of new budget receipts, 
and the advancement to a very considerable extent of an 
increase in the quality of the services rendered. 


Problems connected with the well-being of society may 
ultimately be resolved only by way of the speediest 
implementation of economic reforms, of which there 1s 
not even a mention here. 


Vakhid Novruzov, doctor of economic sciences and head of 
a department of the Secretariat of the Supreme Council of 
the Azerbaijan Republic: 
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I would like to dwell on two positive aspects of the 
presidential edict. The first: It 1s planned as of | January 
1995 to align the minimum wage with the levei of 
inflation quarterly. The Ministry of Finance, Ministry of 
Economics, and Ministry of Social Protection of the 
Population have been instructed accordingly 


The Law on Indexation of the Population’s Monetary 
Income and Savings, which was adopted in June 1992 
has in practice been inoperative, which has evoked 
censure on the part of the public. This clause of the edict 
fills the vacuum and ts reason to hope that pensions will 
be reviewed not on the basis of long-awaited edicts but 
quarterly. with regard to the level of inflation. This 
function has already been transferred to the Cabinet of 
Ministers (which is a positive fact in itself), which will 
undertake it and be responsible for this. 


The second: In the present transitional period, the situ- 
ation is changing both in the economy and tn society as 
a whole. Questions of social policy, meanwhile. are being 
decided spontaneously and asystemically. Practically no 
work 1s being performed on an improvement in wage 
policy. As a result of which an unjustified discrepancy in 
the labor compensation of the employees of various 
publicly funded sectors 1s arising. For this reason. the 
adoption of measures expanding the network of institu- 
tions of the social sphere operating on a financially 
autonomous basis is positive, 1f only because people will 
work in institutions that utilize state property, but on a 
lega! basis. 


The cancellation of the clause concerning the rate of 
profit eliminates an artificial barrier holding back enter- 
prises’ independence and allows them to decide ques- 
tions of profit distribution at their discretion: into the 
accumulation fund or into the consumption fund. 


These measures are important, but, without an improve- 
ment in the economy and without an acceleration of the 
reforms and privatization, a consistent and substantial 
increase in the living standard of the whole population 
would not seem possible. The number of iaws that have 
been adopted recently and the wide-ranging privatiza- 
tion that is scheduled for the very near future will make 
it possible, with the ravaged management and rich 
potential of the republic, to achieve a higher degree of 
well-being [two lines missing]. 


IMF Credit Talks To Be Held in November 
954K0247B Baku ZERKALO in Russian 29 Oct 94 p 9 


[Report by L. Yevgrashina: “Azerbaijan May Obtain 
IMF Credit”} 


[FBIS Translated Text] An IMF mission headed by Peter 
Keller, director of tae Southeast Section of the IMF's 
Europe-2 Department, will pay an official visit to Baku 
from 7 through 21 November. As Fuad Akhundov, vice 
president of the National Bank of Azerbaijan, told a 
KHABAR-SERVIS Agency correspondent, the main 
purpose of the visit are negotiations with the Azerbarjan 
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leadership on the allocation of the first IMF credit of $35 
million F Akhundoys observed that, at the meeting of 


the IMF and the World Bank held at the end of Sep- 
tember and the start of October, agreement was reached 
In principle on the allocation to Azerbayan along STF (a 
mechanism tor funding systemic transformations) lines 
of credit totaling $70 million This rnechanism expires 
on | January 1995S. -Azerbayan’s IMF quota constitutes 
11? million SDR (Specia! Drawing Rights). According to 
IMF regulations, we are entitled up to the end of 1994 to 
obtain half this sum, that is. approximately $70 million. 
‘ris essential that Azerbaijan obtain before this deadline 
the approval of the IMF Board of Directors with regard 
to this amount and also pursue in the republic a policy of 
strict economic reforms—abolish the compulsory sale of 
currency reserves, lower inflation to 3 percent a month, 
prepare a draft budget tor 1995, and so forth. Consid- 
ering the so strict a time frame. “it remains merely to put 
our hopes in the Almighty.”° the vice president of the 
National Bank of Azerbaran said 


IMF attention to Azerbaijan is also of psychological 
Significance for the republic In F Akhundov’s opinion, 
both the World Bank and the European Bank for Recon- 
struction and Development, which are already rendering 
Azerbaijan financial and technical assistance, have 
turned their gaze toward our country “Despite the fact 
that the first IMF credit of $35 millon wall not resolve 
the republic's accumulated problems, the participation 
of this prestigious fund in the fate of Azerbayan will 
enable foreign investors to be more confident that they 
can and should work with our republic,” F. Akhundov 
emphasized tn conclusion. 


Turkish Envoy on Russia, Azerbaijan Ties 


YS4K 02524 Baku AZERBAYDZHAN tn Russian 
29 Oct G4 p 2 


fIntersiew with Altan Karamanoglu, ambassador 
extraordinary and plenipotentiary of the Turkish 
Republic in Azerbaijan, recorded by Fazil Aleskeroglu; 
place and date not given: “Along the Way Paved by 
Ataturk’)] 


[FBIS Translated Text] The path trodden by Turkey over 
71 years has not always been smooth. Beginning with the 
struggle for their independence, the people of the country 
have scored big successes in culture, science, the economy, 
education.... A country which at the start of the century 
had just one university today has more than 60 higher 
educational institutions; the number of those being taught 
at them runs into the hundreds of thousands. We have 
written repeatedly that there are things to be learned from 
this country. 


Turkey celebrates Republic Day on 29 October. Our 
correspondent met with Mr. Altan Karamanoglu, ambas- 
sador extraordinary and plenipotentiary of the Turkish 
Republic in Azerbaijan. 


[Aleskeroglu] Tell us, please, about present-day Turkey. 
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[Karamanoglu] Our successes and today’s situation are 
known to all. We never hide anything. There are failures 
also, possibly. A great deal 1s being said today, say, about 
the economic crisis... But what crisis 1s this :f not a 
single works has come to a halt? The country’s exports 
exceed its imports, and the currency reserves are over $7 
billion. More than $4 billion were obtained in ]994 from 
tourism alone; this figure 1s expected to double almost in 
1995. 


The country is led by a coalition government. The center 
cooperates closely with the left, as 1t does with the mght 
also. The terrorist protests of the separatists are inca- 
pable of exerting any serious influence: They do not 
enjoy the support even of a small part of the population. 
So it would be fairer speaking more about successes than 
failures. 


{Aleskeroglu] It 1s not everyday that a journalist gets to 
interview so experienced a diplomat, the doyen of the 
diplomatic corps into the bargain. Permit me, Altan bey, 
to ask you several questions concerning the present 
political situation surrounding Azerbayan. 


Russia’s “Vesti” called the Istanbul meeting “a major 
victory for Turkish diplomacy.” What, in your opinion, 
created this impression? 


{[Karamanoglu] To tell you the truth, this ts wholly 
incomprehensible to me also. The Istanbul meeting of 
the leaders of Turkic-speaking states was organized 
merely for a strengthening of ties among them. the 
establishment of peace. and the development of integra- 
tion and mutual assistance. No documents aimed against 
anyone or at the creation of any blocs or associations 
were adopted. It simply ascertains who can help whom in 
the business of development and democratization and 1n 
what way. 


Russia 1s today for the CIS. This by no means signifies 
that we are opposed to this; on the contrary. we are 
happy to help. There is no rivalry or antagonism here. 


[Aleskeroglu] Prior to the Istanbul meeting. Kozyrev was 
insistently intimidating the public with the “pan- 
Turkism” developing 1n the Turkic-speaking states. How 
do you evaluate this return to the ideology of the 
1930°s—the time of repressive measures and Soviet 
expansionism? 


{Karamanoglu] There’s no need to overdo things. This 
term is itself erroneous: There is no such movement. Of 
course, there may among Turkey’s 60 million citizens be 
people with a different ideology. But this is not official 
policy. As far as the other Turkic-speaking countries are 
concerned, their citizens are entitled on a democratic 
basis to profess respect and piety for any state. And to 
blame them for this is surely incorrect—just as it is 
incorrect to blame Russians, say, for a respect for Rus- 
sian culture, or Jews, for Jewish culture... 


{[Aleskeroglu] The Moscow Foros Analytical Center 
regarded the signing of the oil and gas contracts by 


FBIS-USR-94-120 
7 November 1994 


Azerbayan and the other Turkic-speaking republics as a 
“major event, equal to the discovery of America,” 
declaring that Russia now has just one way out—a 
strengthening of relations with Armenia and the utmost 
support for this outpost. How do you view such a 
statement? 


{[Karamanoglu] The signing of the contacts is primanly 
an internal matter for each state and a manifestation of 
its sovereign right to develop its natural resources for the 
sake of the well-being of its people. Ultimately, caring for 
its people is the duty of the state! And the signing of the 
contracts should not be seen as something bad. Such 
Statements will harm Armenia more than they will help: 
They will lead to it becoming counterposed to its neigh- 
bors. Yet there 1s nothing better than peace and friendly 
relationships with one’s neighbors... 


[Aleskeroglu] And how do you evaluate the latest 
meeting of leaders of the CIS? 


[Karamanoglu] Only positively. We welcome all meet- 
ings geared to economic integration and all agreements 
designed to strengthen mutual relations, if they do not 
impinge on anyone's sovereignty and are not directed 
against anyone. We have pretty good relations with 
Azerbaijan, say—what would be wrong were we to reach 
Ukraine or Belarus via you”... 


{Aleskeroglu] The Armenians recently barred the entry 
to Khankendi of a Turkish member of the group of 
representatives of the CSCE. How should this be evalu- 
ated? 


[Karamanoglu] This is a very big mistake on the part of 
the Armenians. After all, he was representing not Turkey 
but the CSCE. It is also a clear indicator that the 
Armenians are not thinking about peace. The response of 
the representatives of France, Italy, and the United 
States, who declined to make the trip also, was perfectly 
natural. They were, after all, going to seek for ways 
toward peace, toward an end to the military confronta- 
tion. 


[Aleskeroglu] In connection with his trip to Iraq Kozyrev 
spoke of Russia’s “special relationship” with Iraq. 
Words about Russia's strategic allies are often heard 
also. Might all this be regarded as a return to the old 
ways—to “zones of strategic interests,” “spheres of 
influence,” and so forth? 


[Karamanoglu] Time moves inexorably on. Irreversible 
processes have occurred 1n the world, and a return to the 
past is impossible. We welcome Russia's ties to Iraq 
inasmuch as they also could serve the cause of peace in 
the region. But if some people are hoping for a return to 
the old times, these hopes are not serious. There is no 
way back. 


[Aleskeroglu] Turkey is a member of NATO. This bloc 
recently extinguished the dispute between Turkey and 
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Greece over islands of the Aegean. How do you view the 
intensification of NATO’s role in a settlement of 
regional conflicts? 


[Karamanoglu] Today Azerbaijan and Russia and other 
States of the former Union have signed the Partnership 
for Peace framework agreement. Now all problems may 
be resolved within the framework of this partnership 
International organizations: the United Nations, the 
CSCE, and, of course, NATO, altogether have a great 
role in the resolution of world problems. And the paitic- 
ipation of the latter can only be approved. 


{Aleskeroglu] Permit me once again to congratulate you 
on the holiday and to wish you all the best. And many 
thanks for the interview. 


Karabakh Political, Economic Situation 
9S4F02214 Moscow NEZAVISIMAYA GAZETA 
in Russian 26 Oct 94 p 3 


[Article by Liana Minasyan: “Many Soldiers Will 
Tomorrow Become Peasants. War Is Too Costly a Plea- 
sure’’] 


[FBIS Translated Text] The new states that have been 
recognized following the disintegration of the USSR 
have still to affirm their political and economic indepen- 
dence. In just the same way, the purpose of the self- 
proclaimed republics that were formed on the periphery 
of this process is to show that in the several years of their 
actual existence they have ceased to be merely a geo- 
graphical concept. Far from all have succeeded in doing 
so—many were dissolved immediately following the 
declarations (the Urals, Talysh-Mugan, and other exotic 
republics), but the majority have resolved the problem of 
survival in a military conflict with the metropolis. It 1s 
this that has determined the method and forms of 
existence. 


In Nagornyy Karabakh, both the political leaders and the 
majority of the population believe that the status of this 
republic has already, in fact, been determined by them- 
selves, only not recognized by Azerbayan. The pro- 
claimed independence is being supported, in the main, 
by the presence of a strong army, and the republic itself 
is living as a big military camp, according to the laws of 
war. Both the economy and social life, which have been 
placed under total state control, are subordinate to these 
laws. This policy line was chosen consciously and 1s 
geared to the prospect of a protracted conflict, in which 
the parties have different “weight divisions.” But as 
difficult as it has been to make such a model of the state 
viable, it will be just as difficult to dismantle it. The 
leaders of Karabakh do not believe, for that matter, that 
such a possibility will emerge any time soon. 


The extent to which the Nagorno-Karabakh Republic is 
economically self-sufficient may be judged by its budget; 
this is the main indicator of independence. Prior to 
1988, that is, to the start of the conflict, Karabakh 
independently formed approximately 40 percent of the 
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budget—mainnly thanks to the fact that agriculture, wine- 
making, and viticulture in particular, was experiencing a 
boom and generating very high income. The enter- 
prises—the construction matenals works and the gar- 
ment works—were operating at that time also, but, 
although their output was large. they had no value. The 
Situation was the same as throughout the former USSR: 
One thing would be planned. something else would be 
executed, and, in addition, Azerbaijan was not interested 
in the development of the economic potential of this 
region 


Last year the republic was to have secured 13 percent of 
budget revenue itself, the rest was to have been secured 
by Armenia in accordance with an interstate treaty on 
credit allocation. Having mobilized its potential, Kara- 
bakh was able to double its share, come to that, whereas 
Armenia managed io make available half as much as tt 
had promised. 


This vear the figure 1s back to the prewar level— 
approximately 40 percent of budget revenue. But the 
war-ravaged economy of Karabakh 1s, as before. in a 
difficult situation—all the plants are operating, but are 
on the verge of fouling out. The social situation of the 
workers 's serious, they sometimes go without pay for 
four months at a time. They will have, therefore, to find 
sponsors or look for the donations of charitable founda- 
tions. 


People here hope, for that matter, to spend winter tn less 
dire conditions than in Armenia. Wood-burning stoves 
heat the homes, and almost everyone has a truck garden 
permitting him to switch to self-sufficiency in food. Only 
flour 1s a problem—last year a large proportion of the 
people were too close to the front line. One further 
paradox: Today, as distinct from the prewar times. food 
prices in traditionally rural Karabakh are higher than in 
Armenia—tfuel, which ts growing in price even more 
owing to the transport costs of the organizations that live 
on shipments from Armenia, 1s very expensive. The 
harvests also are less than in Armenia—the land here 1s 
stull in a “kolkhoz condition” as yet. The leaders of the 
kolkhozes, whose main consumer—the army— 
purchases food at market prices, makes out here, keeping 
them high. Now the army also has begun to count its 
pennies, and in almost all defense districts the military 
has organized its own subsidiary plots 


But the Karabakh leaders believe that kolkhoz owner- 
ship of the land will continue at least through the end of 
the war. “We must ensure that everyone wants to serve 
in the army. Our economy and social! laws are geared to 
ensuring that it is prestigious to be a soldier. Pay 1s 
higher there. But if we were to privatize the land today. 
few would want to serve, all would want to go back to the 
land, work on which would enable them, with a normal 
economy, not only to feed themselves but also to obtain 
a decent income,” Deputy Prime Minister Zhirayr Pog- 
osyan says. 


The people of Karabakh, meanwhile, make no secret of 
the fact that the occupied Azerbayan: areas have been 
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put to economic use also. Building materials are pro- 
cured from there, in the main, and the authorities are 
dismantling some enterprises and removing them for the 
restoration of their own industry and housing. Orchards 
and truck gardens are being used by the populace. True, 
as Stepanakert maintains, this contribution, as it were, 
does not permit the replenishment of the losses from the 
destruction and the losses that Karabakh incurred on 
account of the operations of the Azerbaijani Army, and 
only one-fourth of its entire economy has survived. “Our 
laws today are operating to ensure that budget revenue 
be as high as possible. We are imposing a tax on all that 
is produced in Karabakh and transported out, to 
Armenia, inasmuch as all that we have here is needed by 
us first and foremost. Our enterprises also are allocating 
part of their funds for the army—war is too costly a 
pleasure, and it cannot be covered from the budget,” 
Pogosyan says. A large part of the spending on the army 
comes from off-budget funds, despite the fact that the 
state also is spending on it more than half its budget. But 
it is maintained here that what is spent on consumption 
is what Karabakh “earns” itself, the remaining receipts 
from Armenia and from the diaspora going to restore 
what has been destroyed. 


Nonetheless, the authorities believe that with the onset 
of peace, supply lines will be opened and the economy 
restored. Unemployment in Karabakh today is negli- 
gible, but mainly because the overwhelming proportion 
of males is serving in the army. The army is in a 
privileged position as yet, but in order to avoid excesses 
with this predominant social force with the onset of the 
armistice, the War Veterans program has been adopted. 
Their former jobs are preserved for the servicemen until 
the completion of their army service, and it is hoped 
here, in addition, that the future privatization of the land 
will ease the problem of employment. Furthermore, 
there will be no swift or full demobilization with the 
onset of peace. Meanwhile, the government believes that 
it should not permit a pronounced stratification in 
society and is artificially blocking the possibility of rapid 
enrichment. In Armenia the new economic laws have 
created different conditions for private enterprise, but, 
owing to the crisis of the blockaded economy, large 
numbers of people remain without means of subsistence. 
Karabakh is for them a kind of social niche where they 
are not aware of their economic inequality. For this 
reason approximately 2,500 settlers from Armenia have 
come to live here. They are restoring homes in the 
war-ravaged villages and obtaining a plot of land here, 
and the state is paying for the work of the future 
homeowner the same as for the work of construction 
workers. 


The military laws do not encourage the departure of the 
population from Karabakh, and the authorities will have 
with the onset of a stable peace to invent more effective 
economic incentives to prevent a resumption of the 
outflow of the population. But even under the conditions 
of war, some refugees are returning—those who fled at 
the time of the shelling and bombing, but who could not 
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or were unwilling to adapt in Armenia or Russia. True, 
of the 45,000-strong population of front-line Mar- 
dakertskiy District (approximately 9,000 of them were 
Az .daijanis), approximately 27,000 remain in Kara- 
bakh today, and the authorities recognize that half will 
no longer return, whatever the “propaganda work.” But 
the Armenians who left here long ago, before the war, 
even, in search of a better life—200-300 families a 
year—are returning to Karabakh. This is the second year 
now that not a single inhabitant of Mardakertskiy Dis- 
trict has been living on humanitarian aid, although there 
was a time when it was decisive for the district. The 
authorities are trying to provide the “returnees” with 
work so that they “not become accustomed to going 
about with their hand out.” 


In the city of Shusha, where in 1920 there were out of a 
population of 40,000 some 36,000 Armenians, there are 
today more than 3,000 persons, 1,300 of these, no more, 
being Shusha Armenians, the rest, newcomers, mainly 
refugees from Azerbaijan. They are not discomforted by 
the fact that the political status of these territories has yet 
to be determined—they say that they have become 
accustomed to trusting only themselves, and they hope 
only to be able themselves to ensure their security and 
existence on this land. 


Edict on Social Security Measures 


954K02494 Baku AZERBAYDZHAN in Russian 
29 Oct 94 pI 


{Azerbaijan Republic presidential edict: “On Additional 
Measures in the Area of Social Security for the Popula- 
tion’’} 

[FBIS Translated Text] As a result of the unsatisfactory 
implementation by the Cabinet of Ministers of the 
Azerbaijan Republic of anti-inflation measures envi- 
sioned by Azerbaijan Republic presidential edict No. 
152 of 15 June 1994, “On Measures for Strengthening 
Social Security of the Population and Financial Stabili- 
zation of the Economy,” for the purposes of providing 
for financial stabilization of the economy, the delay of 
the economic reforms, the carelessness in improving the 
management system, and the serious shortcomings in the 
regulation of prices of energy sources and also grain, and 
the turmoil which prevailed in a number of branches of 
the economy, there was an increase in the number of 
negative manifestations, which led to a deepening of the 
crisis in the economy, further growth of inflation, and a 
worsening of social tension. 


In order to prevent a lowering of the standard of living of 
the population in the situation that has developed and in 
compliance with the iaw of the Azerbaijan Republic, 
“On Additional Measures in the Area of Stabilization of 
the Economic and Sociopolitical Life of the Republic,” I 
decree: 


1. A minimum wage of 4,000 manats per month effective 
15 October 1994. 
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2. The amounts of pensions, grants, and stipends shall be 
brought into conformity with the minimum wage. 


3. Effective 15 October 1994 social and nonworking 
pensioners, day students in higher and secondary spe- 
cialized educational institutions and students in voca- 
tional and technical schools shall be assigned a monetary 
compensation in the amount of 3,000 manats per month, 
and in families with an average per capita income of less 
than twice the minimum wage—2,000 manats per 
month for each child under the age of 16 years. 


These compensations shall be paid out of the republic 
budget. 


Therefore Point 2 of Azerbaijan Republic presidential 
edict No. 152 of 15 June 1994, “On Measures for 
Strengthening Social Protection for the Population and 
Financial Stabilization of the Economy,” shall be con- 
sidered invalid effective 15 October of this year. 


4. The ministers of economics, finance, labor, and social 
protection of the population of the Azerbaijan Republic 
in conjunction with the republic State Committee on 
Statistics, effective | January 1995, shall be instructed to 
submit to the Cabinet of Ministers of the Azerbaijan 
Republic proposals for bringing the amount of the min- 
imum wage into conformity with the level of inflation 
and the amounts of monetary compensation each 
month. 


The Cabinet of Ministers shall be granted the authority 
to establish the minimum wage and the amounts of 
compensations. 


The minimum wage shall be mandatory for all enter- 
prises, institutions, and organizations, regardless of their 
form of ownership and jurisdiction. 


In order to provide budget organizations with the funds 
necessary for payment of wages, raised in compliance 
with the aforementioned rules: 


—the ministries of education and public health of the 
Azerbaijan Republic shall be instructed to increase 
effective | January 1995 the number of enterprises 
and organizations operating with autonomous 
financing; 


—the Ministry of Finance of the Azerbaijan Republic 
shall be instructed to use the taxes collected from the 
enterprises and organizations of the ministries of 
education and public health operating on the principle 
of autonomous financing for raising the wages of 
workers of enterprises and organizations of these 


CAUCASUS 109 


ministries that are financed from the budget. The 
funds needed by other budget organizations to raise 
wages shall be paid out of funds received as a result of 
improving the management apparatus and from 
budget funds. 


5. The provision of Point 3 of the Azerbaijan Republic 
presidential edict No. 152 of 15 July 1994, “On Mea- 
sures for Strengthening Social Protection of the Popula- 
tion and Financial Stabilization of the economy,” con- 
cerning the norm for utilization of profit of state 
enterprises and organizations for wages shall be deemed 
invalid. 


6. The Ministry of Finance and the Ministry of Labor 
and Social Protection of the Population of the Azerba- 
ian Republic and the State Social Security Fund shall be 
instructed to make the corresponding clarifications 
regarding the issues ensuing from the presidential edict. 


[Signed] President of Azerbaijan Republic Geydar 
Aliyev 


Baku, 24 October 1994 


Minimum Wage Rates Detailed 


954K0249B Baku AZERBAYDZHAN in Russian 
29 Oct 94p 1 


[Clarification Concerning the Implementation of the 
Edict of the President of the Azerbaijan Republic of 24 
October 1994, ‘On Additional Measures for Social Pro- 
tection of the Population’) 


[FBIS Translated Text] In connection with the establish- 
ment effective 15 October 1994, in compliance with the 
edict of the president of the Azerbaijan Republic of 24 
October 1994, “On Additional Measures for Social Pro- 
tection of the Population,” of the minimum wage in the 
amount of 4,000 manats per month, the Ministry of 
Labor and Social Protection of the Population of the 
Azerbaijan Republic clarifies: 


Effective 15 October 1994 the wages of all categories of 
workers and military servicemen in the republic must be 
recalculated. The wages of workers and employees of 
both budget and autonomously financed enterprises, 
institutions, and organizations must be recalculated on 
the basis of a Standard Wage Network approved by 
Decree No. 242 of the Cabinet of Ministers of the 
Azerbaijan Republic of 18 June 1994, “On Improvement 
of the Standard Wage Network for Workers and 
Employees of the Azerbaijan Republic” starting with the 
amount of 4,000 manats for “0” category. 
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Calculation of Amounts of Wage Rates (Salaries) Based on the Standard Wage Network 
Wage Categories 0 1 2 3 4 5 6 7 | 8 9 
10 i 12 13 14 15 16 17 18 19 
Rate Coefficients 1.00 1.82 2.15 2.53 2.81 3.12 346 | 3.84 4.26 473 
$.25 $.83 6.47 1.18 1.97 8.85 9.82 10.90 1210 | 1343 
Amount of monthly 4,000 7,280 8,600 10,120 11,240 12,480 13,840 15,360 17,040 18,920 
wage rate (salary) 
manats 
21,000 23,320 25,880 28,720 31,880 35,400 39,280 | 43,600 48,400 $3,720 






































Example: According to the results of certification an engineer has been assigned to the 10th wage category of the Standard Wage Network. His 


salary will be: 4000 X 5.25 = 21,000 manats. 





The aforementioned amounts of rates and salaries are 
the mandatory minimum state guarantee of labor com- 
pensation for a worker of the corresponding qualifica- 
tions level. 


The minimum amount of the labor compensation is 
mandatory for all enterprises, institutions, and organiza- 
tions, regardless of their forms of owners and jurisdic- 
tion. 


Enterprises operating according to principles of autono- 
mous financing may establish higher amounts of rates 
and salaries for workers and employees in excess of this 
minimum amount with funds earmarked for labor com- 
pensation under collective agreements. 


When workers are included in wage categories according 
to the Standard Wage Network, enterprises, institutions, 
and organizations are guided for workers by the Stan- 
dard Wage Scales in effect and branch-wide rate- 
qualifications descriptions of occupations of workers, 
approved by Decree No. 503 of the Ministry of Labor 
and Social Protection of the Population of 30 July 1993, 
and for employees—by branch-wide rate-qualifications 
descriptions of positions of employees approved by 
Decree No. 14 of the Ministry of Labor and Social 
Protection of the Population of 15 October 1993. 


Budget institutions and organizations, in addition to the 
aforementioned documents, are also guided by branch 


rate-qualifications characteristics approved by the corre- 
sponding ministries and departments in coordination 
with the Ministry of Labor and Social Protection of the 
Population of the Azerbaijan Republic. 


Effective 15 October 1994, for military servicemen of 
the Azerbaijan Republic salaries will be recalculated 
based on the minimum amount of labor compensation of 
4,000 manats per month in compliance with Decree No. 
308 of the Cabinet of Ministers of the Azerbaijan 
Republic of 16 June 1993, “On App ication of the 
Standard Wage Network for Wages o. Military Ser- 
vicemen of the Azerbaijan Republic.” 


Effective 15 October 1994, salaries of workers of organs 
of state administration will be recalculated on the basis 
of the minimum amount of labor compensation of 4,000 
manats per month in compliance with Decree No. 457 of 
the Cabinet of Ministers of the Azerbaijan Republic of 
23 August 1993, “On Wages of Workers of Organs of 
State Administration.” 


Other kinds of labor compensation (additional pay- 
ments, increments) whose amounts are set in multiples 
of the minimum wage will also be recalculated effective 
15 October 1994 based on the minimum wage of 4,000 
manats. 
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